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FOREWORD 


Indian Financial System as evolved under the British rule 
in India was characterised by extreme concentration of powers 
in the Finance Ministry/Department. This aspect of Financial 
Administration in the Government of India has been subjected 
to frequent reviews especially due to the pressures generated 
by developmental efforts under the Plans. The problem 
is to combine speedy execution of the developmental 
programmes with prudent financial management. In this book 
an attempt has been made to review the various schemes of 
delegations and their operation in the Government of India 
with a view to improving efficiency and the level of 
performance of development administration. 

Prof. M.J.K. Thavaraj and Shri K.L. Handa have been 
doing considerable work in the area of Financial Control. 
This book embodies some of the results of their various 
studies. The Institute is happy to publish this work for the 
benefit of all those who are interested in the problems of 
Indian financial administration. 


G. NATH 
Director 

New Delhi Indian Institute of Public 

October 15, 1972 Administration 



Preface 


The progressive involvement of the Government in the 
developmental activities has emphasised the need for reforms 
in our administrative system and procedures. The considera- 
tions of efficiency and economy are more pronounced now than 
ever before because of the massive expenditure involved in the 
implementation of the programmes of socio-economic deve- 
lopment, The unprecedented expansion in the scope and 
content of governmental activities has correspondingly increased 
the responsibility of the executing authorities for a speedy 
achievement of their programmatic goals. For an efficient 
discharge of their responsibilities, however, it is imperative that 
they are provided with the necessary operational facilities. 
Delegation of commensurate powers to match the responsibilities 
at the various levels of administration is a necessary ingredient 
of any attempt at reforms. Of the whole gamut of delegations, 
those pertaining to financial powers are of crucial importance 



as their nature and extent would be a major factor in setting the 
framework for a speedy transaction of governmental business. 

The focus of the present study, therefore, is on delegation 
of financial powers as an aid to effective financial control, its 
scope being restricted to the Government of India. The first 
chapter includes the conceptual aspects of the subject and 
outlines the constitutional framework and the budgetary pro- 
cesses, which set a background for a study of delegation of 
financial powers. This is followed in the next chapter by an 
outline of the developments in this field during the British 
Rule. The third chapter deals with the post-Independence 
administrative reforms enquiries conducted in the area of finan- 
cial control and delegations. This is followed by a chapter on 
the various delegation schemes introduced by the Government 
of India from time to time. The fifth chapter includes the sug- 
gestions for reforms made recently by expert bodies like the 
Administrative Reforms Commission, the Study Team on 
Financial Administration, the Study Team on Machinery of the 
Government of India and its Procedures of Work and the 
Working Group on Financial Rules. 

In the sixth chapter, an evaluation of the various delegation 
schemes has been done, based on a study of their working as 
revealed by the content-analysis of the relevant government 
documents and by the case studies made on specific issues. The 
Government having accepted the recommendations of the 
Administrative Reforms Commission for the introduction of 
Performance Budgeting, the subject of delegations has assumed 
a new dimension. Therefore, in the seventh chapter an attempt 
has been made to analyse the problem of delegations in its 
various implications under a system of Performance Budgeting. 
The last chapter deals with the system of financial advice and the 
role of the Financial Adviser in the context of the operation of 
delegated powers. 

It is hoped that the monograph, covering up-to-date 
material on the subject, will be of use both to the practitioners 
and students of financial administration. The study has touched 
upon some of the sensitive areas in financial control and manage- 
ment which are likely to evoke controversy. We will, however, 
feel highly rewarded if the monograph is successful in provoking 
thinking of those concerned with or interested in the subject. 
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Introduction 

Organisation is the essence of civilized life. The size , of an 
organisatipA.^ would depend upon the purposes to be served, 
nature and scope of the programmes and activities, techniques 
and methods employed and so on. In jeneral, smaller organisa- 
tions are characterised by unity of purpose, clarity of perspectives, 
limited scale and area of operation, simple, rnethod of work, 
proximity between members and so on, "so that it is convenient 
to centralise managerial control. On the other hand, larger 
organisations involve multiplicity of purposes reflecting the 
diversity of interests; the scale of operation of the various 
programmes and activities are larger in magnitude and are 
performed in geographic locations far removed from the centre 
of the organisation; several layers of organisation appear between 
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the operating and top levels of management. The division of 
labour is so eomplex that it calls for diverse specialisations basi- 
cally unrelated to one another. Under such an environment, 
to galvanise the entire organisation in terms of an agreed pattern 
of purposes, to delineate the broad purposes into specific objec- 
tives and goals, to evolve suitable programmes and activities 
reflecting the goals and objectives and to allocate the men, 
materials and machines between these programmes and activities 
on the basis of an agreed order of priorities, to commit the 
various individuals and groups to acceptable norms and standards 
of work performance and so on, become the important mana- 
gerial tasks. Control arises in the processes of translating 
material and other resources into human purposes in the larger 
organisations. Controls in the form of systems, procedures, 
tools and techniques are exercised towards the accomplishment 
of specific goals and objectives based on certain norms and 
standards. The attainment of such specific goals and objectives 
targeted for the various parts of the organisation and responsible 
individuals furthers the realisation of the larger purposes of the 
organisation. 

It is conceivable that in smaller organisations ownership 
and, control vest in the same persons. This is largely true of the 
various types of organisations under the non-mechanised pro- 
cesses of production. Even after Industrial Revolution, the 
earlier forms of organisations, under individual proprietorship 
and partnerships of various kinds, did not result in any pro- 
nounced diflerentiation between those who owned and those who 
controlled. However, with the growing sophistications in 
technology and the consequent specialisations and division of 
labour, control of the organisations was increasingly vested 
in the non-owning professional executives or managers in an 
organisation. Joint-stock and corporate forms of organisation 
have further accelerated the processes of divorce between o\Yners 
and ex^jnives. Consequently, m modern organisations the 
levers of internal control have become the prerogatives of 
professional managers whose stake in the ownership of the 
organisation may be limited. At the same time, the scale and 
complexity of the work involved as well as the distance between 
field and top levels of administration necessitates a clear-cut 
system of fixation of responsibilities for the operating and 
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intermediate levels of administration. The efficient discharge of 
these responsibilities would call for the equipment of the various 
echelons with adequate powers commensurate with their responsi- 
bilities. In other words, /delegation is the process of establishing 
and inaintaining effective working arrangements between the 
various operating personnel and the manager to whom they 
report. Powers so delegated would confer on the delegatee the 
right to utilise and commit resources and take other decisions 
(both administrative and financial) in the course of discharging 
his responsibilities,^,, 

A deliberately planned system of delegations would establish 
the necessary network of authority relationships — both hori- 
zontal and vertical-— within a complex organisation such as the 
government. Horizontal distribution of powers may be in 
terms of functional differentiation or organisational convenience. 
Vertical delineation of authority involves a downward assign- 
ment of responsibilities accompanied by adequate powers to 
decide and to act. jjThe need for delegations from higher to 
lower rungs of administration is as important as functional) or 
departmentalisation of responsibilities within a complex organi- 
sation. I A good system of delegation should, therefore, be an 
inherent part of ail large and progressive organisations.;! 

Apart from meeting the operational requirements, delegation 
of powers would enable the top management to devote its most 
valuable scarce resource — time — ^to the most important mana- 
gerial responsibilities such as planning, policy-making, coordi- 
nation, review and control while allowing the operating and 
intermediate levels enough elbow-room for accomplishing 
specific tasks of operation and supervision entrusted to them. 
(_As prime-movers in the organisation, the top management cannot 
afford to delegate some of its important responsibilities such as 
decisions about the ultimate purposes of the organisation, the 
organisational framework and assignment of duties, discipline, 
review, evaluation, planning for staff development and training 
and so oi^ Concentration of attention on such vital managerial 
responsibilities would enable the top management to sharpen 
the broader purposes and focus its perspectives besides providing 
creative and dynamic leadership to the rest of the organisation. 

iQne of the important objectives of delegation is to develop 
staff capabilities at different levels of the organisation. Quite 
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often power-mongering or empirebuilding proclivities would 
tempt managers to amass power for its own sake and not to 
share it with their subordinates. If at all they share or delegate 
powers, it would be in the nature of ‘passing the buck’. It would 
be unfair to expect people at lower levels to do things which the 
superiors are unable to undertake. Where there are organi- 
sational compulsions to delegate powers they would do so with 
great reluctance, hedging the powers so delegated or interfere 
too often in the exercise of delegated powers and so on. Apart 
from militating against the broader interests of operational 
efficiency in the organisation, these tendencies would undermine 
the self-confidence of the subordinate personnel and stifle their 
initiative and enterprise thereby weakening the managerial 
potential especially in the lower echelons of the organisation. 

The spirit of delegation demands that the powers delegated 
should synchronise with the responsibilities. For this purpose 
it would be ‘’necessary that both powers and responsibilities are 
clearly defined and it would be desirable to put these in writing 
as far as possible. Clarifications of the powers and responsi- 
bilities in unambiguous terms, codification of the general principles 
and development of standards, norms and yardsticks would 
contribute a great deal towards the success of delegation schemes. 
Setting up of norms and standards would introduce a greater 
degree of objectivity into the evaluation of work performed, 
review and appraisal. ^Trust is the basis of delegation. An 
amount of informal underi&nding will, Therefore, “be 
But powers so delegated should not be circumscribed by I'estrictive 
conditions and hedging qualifications. At the same time, 
delegatees should be encouraged to exercise their powers without 
fear or inhibitions, dchere should be room for bonafide mistakes 
within certain tolerance limitSj) Even the best of managers are 
liable to make mistakes under conditions of uncertainty. Lack 
of sympathetic appreciation on the part of the delegators of the 
risks and uncertainties characterising the decision-making envi- 
ronment and inquisitorial attitudes adopted by the external 
audit or parliamentary committees would discourage people 
from sticking their neck out and prompt them to play it safe. / A 
successful scheme of delegation would, therefore, require a 
thorough re-orientation of the outlook and relationship between 
the various echelons involved in the scheme/ \Apart from a 
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favourable environment for a healthy and harmonious human 
relations and teamwork, suitable incentive schemes should also 
be evolved to motivate people to decide and act. Even the best 
of delegation schemes could flounder in an atmosphere of distrust 
and apathy on the part of those who are expected to operate the 
system. 

A system of delegations would yield optimum results if 
delegation is preceded by a proper analysis of the objectives, 
programmes and activities, methods of work, workloads at 
various levels and so on, in order to ascertain the nature and 
extent of delegations required. The technique of job analysis 
may be of help in determining as to where responsibility and 
authority should be located and in what measure. Depending 
upon their respective needs, delegations should be made to all 
levels of staff and line organisations, z.e., upper, middle and lower 
levels of management, |t may be noted that the utility of dele- 
gation is considerably reduced if they stop at the level of depart- 
mental heads without further delegation, in adequate measure, 
to subordinate levels:s^ Therefore, in determining the adequacy 
of delegated powers^ It is important to pay serious attention to 
the pattern of re-delegations from the heads of departments to 
the lower echelons and field agencies. For a system of delega- 
tions to be effective, the powers delegated should seep down the 
line and be commensurate with the responsibilities to be dis- 
charged at various levels. 

We have also to keep in view that the need for delegation 
would vary in the case of different organisations depending on 
their respective programme requirements and on whether they 
are to exercise such powers in normal times or in times of crisis 
and strain. »5che delegated powers should, therefore, vary 
according to the nature and quantum of work to be performed 
by the delegatees^ Also, delegation should be related, as far as 
possible, to ^osts_and^ to persons. The principles followed 
and the policies established for determining the quantum and 
nature of delegation should be disseminated throughout the 
organisation so that unwarranted exceptions are not sought 
for in the pattern evolved on accepted norms. The codification 
. of procedures, rules and regulations to suit the delegation pattern 
would also go a long way in making a delegation scheme 
successful. 
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Similarly, delegation schemes once introduced cannot remain 
static for all times. They should be modified to suit the changing 
circunistances and situations. For instance, the financial limits 
specified in statutes and rules for such administrative actions 
as purchases, contingent expenditure, award of contracts, in- 
surance of property, write off of losses, etc., may cease to be 
realistic after some time on account of changes in the economy, 
price levels and so on. 'ignoring such changes would add to 
costs and become seriods ' hindrance to prompt and effective 
administrative action/ Renewal of the schemes based on 
periodic review may," therefore, become necessary. In this 
respect, consultations with the delegatees might help to rectify 
some of the specific weaknesses revealed through their experi- 
ences. Involvement of the lower echelons in the revision of the 
delegation plans would increase their participation in the suc- 
cessful implementation of the schemes. 

Though efficient performance at operating and intermediate 
levels of management calls for an appropriate system of delegation 
of powers, arming those who are not directly accountable to the 
owners with powers is beset with dangers of misuse and arbi- 
trariness. The delegator never abdicates responsibility. \Res- 
ponsibility and accountability squarely rests with the delegator. 
That is why suitable controls over the exercise of delegated 
powers have been found indispensably The mechanism of 
control employed within the organisation comprise of systems 
and procedures, rules and regulations, norms and yardsticks, 
tools and techniques and so on, governing the powers and res- 
ponsibilities of the various operating and intermediate levels of 
the organisation. 

In joint-stock companies ultimate control is exercised by the 
share-holders. But the responsibility of translating resources 
into organisational purposes is entrusted to the salaried managers 
who are made accountable to the shareholders for their perfor- 
mance. Though it is not uncommon that some dominant 
shareholders or their representatives are placed in executive 
positions, professionalisation of the managerial cadre has made 
accountability of the top executive to the owners less direct and 
more complex. Financial statements such as the balance sheet 
and profit and loss account are the principal documents in terms 
of which the share-holders judge executive performance. 
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In the case of Government, the concept of accountability 
is closely related to the concept_of soy So long as 

the Divine Theory of State held its sway the rulers of various 
countries were accountable to no one except God. Even when 
secular theories were propounded by Hobbes, Locke and 
Rousseau the prolonged discussion amongst political students 
did not immediately result in any consensus as to who is sovereign. 
Though ‘■contract’ was said to be the basis of government, Hobbes 
believed in absolute monarchy whereas Rousseau placed ‘general 
wiir at the centre of his fonnulation. Even the theoretical 
abstraction of the concept of sovereignty evolved by Austin 
made the location of sovereignty somewhat vague. Only the 
emergence of representative forms of governments, through 
protracted struggles between the monarchy and the people at 
large, firmly established people as the ultimate source of power. 
In practice, however, the elected representatives have been recog- 
nised as the fountain of all authority to whom the executive wing 
of the government is accountable. 

Apart from lawmaking, legislative control over the executive 
(especially in financial matters) is sought to be achieved through 
its approval of the detailed expenditure and tax proposals, as 
well as through its scrutiny of executive irresponsibilities and 
irregularities committed in the course of implementation of the 
budgets. The auditor acts as the eyes and ears of the legislature 
in this regard- It is also an established practice that the legis- 
lature could examine the various estimates of expenditure both 
with regard to their form of presentation as well as to bring 
about economies through suitable modifications of policies 
implied in the estimates and the organisational framework for 
the harnessing of resources. Under the Cabinet System of 
government the most popular and leading elements in the legis- 
lature are placed at the apex of the executive arm though conven- 
tions and practices have evolved which have rendered such 
legislative control somewhat mild and ineffective. Even in 
countries such as the U.S.A. where the Doctrine of Checks and 
Balances permits greater freedom for legislative control, the 
experience is not materially different from those of the Cabinet 
system of government. 

Despite these limitations, the formal aspect of account- 
ability to the legislature requires that the executive conducts its 



affairs in such a way that it is not exposed to serious adverse 
criticism. Hence the elected elements of the executive as well 
as the top layers of the administrative hierarchy are keenly 
interested in exercising such control over the various levels of 
administration to prevent irregularity and ensure efficiency and 
economy in operations. This is true both of the private and 
governmental organisations except that accountability to the 
legislature is less defined and more pervasive than that of the 
shareholders in the private sector. It must, however, be borne 
in mind that, though under the Cabinet System collective res- 
ponsibility is formally recognised, individual members of the : 

Cabinet are not always absolved of their responsibilities for the 
areas entrusted to them. The problem of control assumes great 
significance because the elected element which constitutes the 
buffer between the legislature and salaried executives is formally 
accountable to the legislature for the omissions and commissions 
of the various levels of the administrative hierarchy. It is in 
this context that the system of internal control assumes crucial 
importance. 

In private business, budget is the direct responsibility of 
the chief executive though he may be assisted by a financial 
director/adviser/controller. Formulation of the master budget 
involves several allocative decisions reflecting the input require- 
ments of the targeted levels of activity of the various parts of the 
organisation. In the government, especially where the Cabinet 
System is in vogue, the allocative function is assigned to the 
Ministry of Finance or similar departments. Though Finance 
Ministry enjoys this place of pre-eminence in financial control 
there can be a variety of patterns of financial control depending 
on the system of sanctions, fund control techniques, general 
financial rules and procedures, budget review practices and 
so on. Any study of delegations of financial powers will have 
an important bearing on the relationship between the finance 
department and spending departments as well as on the mecha- 
nism of financial control within the spending departments and 
agencies. 

An understanding of the budgetary processes in their consti- 
tutional and administrative aspects is, however, important for a 
study of a system of delegation of financial powers in its 
proper perspectives. In the Government of India, the budgetary 
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proeess, generally, comprises ^ four stages, i,e,, (/) preparation 
of the budget, (/’O consideration and adoption of the budget 
by Parliament, {lii) execution of the budget, and (/r) review of 
the budget achievement and performance. The formulation of 
the budget is done by the Ministry of Finance with the active 
assistance of the administrative and executing authorities.^ The 
administrative departments frame their estimates of receipts and 
expenditure and submit the same to the Ministry of Finance for 
approval and incorporation in the budget. The three main 
components of the budget estimates prepared by the adminis- 
trative departments are : standing charges including main- 
tenance expenditure; expenditure on schemes under execution; 
and expenditure on new schemes. The framing of estimates for 
standing charges does not present much of a difFiculty and is more 
or less a routine matter. These estimates are of a type which, 
though may vary from year to year, do not depend much upon 
the volition of the administrative department concerned. They 
include items of expenditure like permanent establishment, 
travelling allowances, and ordinary contingent expenditure. 
Such estimates need not be subjected to detailed scrutiny unless 
the viability of the entire programme or activity is reviewed. 
The preparation of estimates of expenditure for schemes under 
execution is also not very difficult and can be done with a 
reasonable degree of accuracy. The past performance and an 
assessment of spending capacity in the coming financial year 
help framing of such estimates. The stage reached in the 
assembly of equipment and materials for the projects, the success 
achieved in mobilisation of manpower, etc., are also factors to 
guide the preparation of these estimates. The preparation 
of estimates of new expenditure or fresh charges, however. 


^Under the Indian Constitution, no expenditure can be incurred 
except in the manner provided in the Constitution and in accordance with 
the law made by Parliament, The President causes to be laid before 
Parliament a statement of the estimated receipts and expenditure of the 
Government of India for the next financial year, which is called the 
Annual Financial Statement or the Budget, The budget is the most 
important instrument of legislative control and executive management. 
Under the Financial Rules of the Union Government, the Ministry of 
Finance is responsible for framing the budget and its presentation to 
Parliament. It is also responsible for proper implementation of the budget 
after it is passed by Parliament and an Appropriation Act is 
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proves difficult in most of the cases. New expenditure includes, 
in addition to expenditure on all new services, also expenditure 
involved in additions to or extensions of an existing service, 
commitment or facility, e.g., provision for new buildings, new 
roads, additions to existing establishments, grants-in-aid, 
contributions and similar other items of expenditure. The 
estimates for new projects have often to be based on mere 
expectations. In such a situation, therefore, it becomes difficult 
to assess in concrete and positive terms the financial commit- 
ments likely to arise in the next financial year. 

The Ministry of Finance conducts a review of the various 
budget proposals submitted by the administrative ministries 
keeping in view if the different programmes have been accepted 
for implementation and also the targets laid out for achievement. 
Depending upon the quantum of total resources available, the 
Ministry of Finance takes the necessary budgetary decisions and 
formulates the budget for presentation to Parliament for their 
consideration and adoption.^ This presentation of the budget 
to Parliament and the discussion thereon which follows mark 
the first stage of parliamentary financial control. 

The discussion of the budget in Parliament provides the 
members with opportunity to review the working of the various 
departments and ministries. It also enables them to elicit 
information on the progress achieved in the implementation of 
the various programmes undertaken by Government. They 
might also critically examine the worthwhileness and the social 
and economic implications of the new expenditure proposals 
included in the budget. According to our Constitutional require- 
ments, estimates have to be prepared by Government for each 
vote separately. Also, individual appropriations cannot be 
varied by the Executive by reappropriation of funds from one 

^The Annual Financial Statement or the Budget (as it is commonly 
known) of the Union Government is presented to Parliament in two 
parts : (1) the General Budget, and (2) the Railway Budget. The 
Railway Budget is presented to Lok Sabha earlier than the General 
Budget, and generally, in the third week of February. The Ministry of 
Railways is responsible for the formulation and presentation of this 
budget. The General Budget is laid before the Lower House on the 
last working day of February. A copy of each budget is simultaneously 
laid on the Table of Rajya Sabha. 
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vote to another. Any saving in a vote lapses to the Exchequer 
at the end of the financial year. An excess anticipated in a vote 
requires to be covered by prior parliamentary sanction. 

After the budget is approved, an Appropriation Act is 
passed by Parliament authorising the Executive to incur expendi- 
ture against the allotments included in the various Grants, 
pinancial control pervades through the various stages of budget 
formulation, presentation and authorisation, and comes in 
handy as a major tool of fiscal management of governmental 
activities. The Ministry of Finance plays a key role in all the 
stages of the process of financial control In particular, and 
except to the extent of powers delegated to the administrative 
ministries, all sanctions for expenditure are issued with the 
concurrence of the Ministry of Finance,® Through the dele- 
gation of financial powers, however, the Ministry of Finance 
shares its responsibility for financial control with the adminis- 
trative ministries during the implementation of the budget. 

Parliament exercises financial control in the post-budget 
stage through the appointment of three committees, namely, the 
Public Accounts Committee, the Estimates Gommittee and 
the Committee on Public Undertakings. The Comptroller 
and Auditor General of India — a statutory authority under the 
Constitution— acts as a watchdog of Parliament and conducts 
audit to see that the expenditure incurred by the Executive is on 
the purposes voted by Parliament and is within the sanctioned 
grants. It is also his function to ensure that the principles and 
rules of financial regularity and propriety are observed by the 
administrative authorities and executive officers. The cases of 
default, financial irregularity, misappropriation of funds and 
others, of neglect of financial propriety are reported by the 
Comptroller and Auditor General of India to the Public 
Accounts Committee for such action as it may deem necessary.^ 


®The system of centralised control of expenditure by the Ministry of 
Finance does not apply to the Atomic Energy Department. The Ministry 
of Railways (Railway Board) has also got its own system of financial 
control It may also be mentioned that the general system of financial 
delegations does not apply to the Ministry of Defence. 

«The report submitted by the Comptroller and Auditor General 
requires detailed examination of a somewhat technical character. It also 

(Continued on next page) 



12 


FINANCIAL CONTROL AND DELEGATION 


The fuilctions of the Public Accounts Gomniittee include exami- 
nation of the appropriation accounts (accounts showing the 
appropriation of sums granted by Parliament) and the annual 
finance accounts, etc., of Government. While examining the 
appropriation accounts and the report of the Comptroller and 
Auditor General of India thereon, the Committee conducts 
itself through an elaborate system of investigations. It tries to 
ensure that the moneys disbursed were legally available and 
applicable to the service for which they had been applied ; that 
the expenditure conformed to the authority which governed 
it; and that every re-appropriation had been made in accordance 
with the rules prescribed for the purpose. The review of the 
Audit Report by the Public Accounts Committee completes the 
cycle of Parliamentary financial control over appropriations 
granted to the Executive. 

The nature of Parliamentary financial control would be a 
dominant factor in determining the type of financial control 
which the Executive evolves for discharging its responsibilities. 
However, the quality of the Executive financial control would 
be markedly observed in the whole superstructure of control 


(Continued from previous page) 

involves an examination of official witnesses for the explanation and 
elucidation of points raised therein. Obviously, it would not be possible 
for Parliament as a whole to undertake this responsibility and find time 
needed for such an examination of the report. It has, therefore, assigned 
this function to a committee appointed by it for the purpose. The Public 
Accounts Committee thus formed, emerged soon as a powerful instru- 
ment in the control of public expenditure. This Committee which had 
been in existence in our country since 1921, was set up again in April 
1950 after the promulgation of the Constitution of the Indian Republic. 
The Committee comprises of members from both the houses of Parlia- 
ment-— fifteen members elected by the Lok Sabha from amongst its 
members according to the principle of proportional representation by 
means of single transferable vote and seven members nominated by the 
Rajya Sabha. The Speaker nominates a member from the Lok Sabha to 
be the Chairman of the Committee. Members of the Committee are 
elected for a period of one year from 1st May to 30th April, To ensure 
continuity and experience in the Committee a convention has been 
established under which 2/3 of the members are re-elected for the term of 
another year. A minister is not eligible to be elected to the Committee. 
Also, a member of the committeeif appointed a minister has to relinquish 
membership of the committee from the date of such appointment. 
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mechaiiisiii, as ultimately on it depends largely the efficient and 
economic functioning of the Government In the rules framed 
by the President ‘for the more convenient transaction of the 
business of Government of India’ under Article 77(3) of the 
Constitution, the Ministry of Finance has been assigned a special 
position in regard to the management of the financial affairs of 
Government. The existing rules of business provide that, 
subject to general or special orders made by the Ministry of 
Finance, no department shall, without the previous concurrence 
of the Ministry of Finance, issue any orders which may : 

{a) involve any abandonment of revenue or involve any 
expendituie for which no provision has been made in 
Appropriation Act; 

{b) involve any grant of land or assignment of revenue or 
concession, grant lease or licence of mineral or forests 
rights or a right to water, power or any easement or 
piivilege in respect of such concession; 

(c) relate to the number of grades of posts or to the 
strength of a Service or to the pay or allowances of 
Government servants or to any other conditions of their 
service having financial implications, or 
{d) otherwise have a financial bearing whether involving 
expenditure or not. 

The above cited rules of business may give an impression 
that the powers of the ^ inistry of Finance, in regard to matters 
having financial bearing, are all comprehensive and leave hardly 
any financial powers for the administrative ministries to exercise. 
However, these provisions though appear to be unduly restrictive, 
also include an important proviso that the rules are exercisable 
subject to the general or special orders made by the Ministry of 
Finance. The rules thus envisage not only financial control by 
the Ministry of Finance but also financial delegations by it, 
which is ^Julfe Important. It is under this provision that the 
Ministry of Finance can share its responsibility for financial 
control with the administrative ministries and executing agencies 
and may delegate fin ancial powers to them. The various 
delegations made by thcTffiuitJty of Finance to the adminis- 
trative authorities in respect of financial matters flow from this 
provision and the relevant rules like ‘Delegation of Financial 
Powers „ Rules’ derive their authp ricy therefromt~^~“^^ 
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Financial Administration is a part of the total process of 
administration and is governed by the same principal objectives, 
needs and considerations as the system of administration as a 
whole. It is essential, therefore, that the financial system evolved 
should be of a type which subserves best the interests of Govern- 
ment in achieving its programmatic goals. A striking feature of 
executive financial control till Independence has been that it was 
centralised in the Department of Finance. Perhaps, this suited 
the needs of the administration of those days when the functions 
of the Government were largely limited to collection of revenues, 
administration of law and order and a few others incidental to 
the main functions. Since Independence and more so after the 
launching of the Five Year Plans, the Government has embarked 
upon a number of developmental and welfare activities designed 
to secure a speedy socio-economic development of the country. 
The governmental expenditures have increased tremendously 
both in size and complexity. This has resulted in immense 
expansion of governmental machinery both in respect of the 
number of personnel employed and in the spread of their loca- 
tions. In this cFahged situation, many of the administrative 
and financial procedures we have inherited from our colonial 
past have become out of tune with the needs of the present-day 
development administration. The centralisation of functions 
in the apex bodies is likely to dampen efficient and responsive 
administration. The interests of efficiency and economy make 
it imperative that the higher echelons should concern themselves 
with and spend their time and effort in the formulation of policies 
and general guidelines for action leaving the actual implemen- 
tation involving various administrative details to the care of 
the administrative and executive authorities down the line. 
Our faulty administrative practices have been severely criticised 
by well-known authorities on Public Administration like Paul H. 
Appleby, who has remarked : 

‘'A general fault of the Indian Administrative process exists 
in the practice of seeking agreement on everything by every- 
body before anything is done. Worse, the practice requires 
that these agreements cover not only general objectives, 
general allocations of funds, general personnel arrangements, 
and the fixing of general lines of responsibility, but also 
cover specific applications of these general determinations 
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in a continuing and heavy flow....A more valid 
criticisms subject to fewer exceptions, would be the 
statement that before and after the fact too much attention 
is focussed on detail and that, consequently, general deter- 
minations have too little of their desired effect, which is to 
clear the decks for action. General determinations are 
not taken seriously enough. The budget provides an 
excellent example; it is not determined in fact when enacted, 
but is actually being made day after day throughout the 
year. :.Detailed control after the fact of general determina- 
tion has the effect of delaying, frustrating and even nulli- 
fying decisions made earlier at the liighest levels.”^ 

Appleby was struck by the highly centralised character of 
Indian administrative system as well as the way in which matters 
of details continue to be referred to the central agencies for 
concurrence even though the decisions regarding budgetary 
allocations have already been made. Under our budgetary 
system, the position till the launching of the recent delegation 
schemes® was that the executing agencies could not proceed with 
the implementation of the budgeted programmes without secu- 
ring itemised expediture sanctions from the Ministry of Finance. 
Such a situation deprived the administrative ministries of the 
necessary feeling of participation in the processes of financial 
control and was responsible for blunting their financial con- 
sciousness. 

^ A solution to the problem of centralisation has been consi- 
dered to lay in the transfer of some financial responsibilities from 
the Ministry of Finance to the administrative ministries. This 
is particularly important if it is intended to provide the necessary 
operational facilities to the adirdnistrative ministries in the 
implementation of their developmental programmes. Moreover, 
the concentration of financial powers in the Ministry of Finance 
would result in considerable delays and consequent discontent, 
which it is the aim of a democratic, and responsive administration 
to avoid. In the context of the present-day development ad- 
ministration, the centralised financial control as practised in the 
past has become redundant. The need for efficient and economic 

®Paul H. Appleby, Re-examination of India's Administrative System, 
O & M Division, Cabinet Secretariat, Government of India, 1956, p. 50. 

®Delegation Schemes of 1958, 1962 and 1968. 
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implementation of programmes necessitates that the responsi- 
bility of the Ministry of Finance for financial control be shared 
with the administrative ministries, which should be delegated 
adequate financial powers for the purpose. Delegation of finan- 
cial powers is an important aspect of a meaningful system of 
financial control on the part of the Executive. 

It is proposed, in this monograph, to make a study of dele- 
gation of financial powers in the Government of India. The 
focus of the study is to trace the developments in this field espe- 
cially in the post-Independence period and to examine whether 
the nature and quantum of powers delegated are adequate to 
meet the needs of contemporary administration. It is also 
intended to study the pattern of re-delegations from one level 
of organisation to its subordinate formations and within the 
organisations themselves. The related questions as to whether 
the powers delegated are being exercised by the delegatees, 
and if not, what is it due to, will also be investigated. The 
various inhibiting factors and hindrances to the exercise of 
delegated powers are proposed to be listed and analysed to 
suggest possible remedies. The study, in short, is directed to 
J^piaintaining a meaningful system of financial control through 
delegation of financial powers for achieving an efficient and 
economic implementation of the governmental programmes. \ 



2 


Developments Under 
British Rule 


Soon after the responsibility for Indian Administration 
changed hands from the East India Company to the British 
Crown in 1858, the British introduced a highly centralised system 
for managing the financial affairs of India.^ the machinery of 
financial administration as developed was in line with the 
British policy of consolidating their hold on the country and 


^Financial Control had been quite loose during the regime of the 
East India Company. This state of affairs was responsible in tempting 
and enabling most of its employees to amass large fortunes to be carried 
home— to England. The Crown, therefore, after taking over from the 
Company, attempted to introduce order and discipline in the financial 
administration of the country. 
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designed to suit the peculiar needs of the situation then prevail- 
ing.^ In the process of evolving a system of financial control to 
facilitate governance of the country, the British Rulers inducted 
in India some of the institutions already functioning in England. 
A few necessary modifications were, however, made in these 
foreign institutions to suit the requirements of a colonial adminis- 
tration. <^ome changes were also introduced in the system of 
financial control to cater to the constitutional requirements and 
the pattern of division of powers and responsibilities between 
the Secretary of State and the Governor-General^ High level 
determinations regarding delegation of financial powers, for 
instance, to Secretary of State, etc., were incorporated in the 
Acts and laws enacted by British Parliament. This legal frame- 
work of delegations had an important bearing on the way the 
functionaries at various levels discharged their responsibilities 
and organised their work. 

After the transfer of power to the British Grown, the powers 
of the Government of India in regard to expenditure of funds 
were derived from the Act o f 1858 . and the necessary financial 
control was exercised at three levels, namely, the Secreta ry of 
State, the Gov ernor-G eneral and his Finance M ember and the 
Provincid agencies. |^e law required and made it the responsi- 
bility of the Secretary of State that he should submit an annual 
statement of the Indian finances to the British Parliament. 
It placed the entire responsibility for the financial adminis- 
tration of India on the Secretary of State. All the powers exer- 
cisable by the East India Company and the Board of Control were 
vested by the Act of 1858 in the Secretary of State to be exer- 
cised by him in certain cases in concert with a Council A pro- 
vision of the 1858 Act stated : 

“The expenditure of the revenues of India both in India and 
elsewhere, shall be subject to the control of the Secretary of 
State in Council; and no grant or appropriation of any 
part of such revenues, or of any other property coming into 

®The British Government then was primarily interested in undertaking 
in this country a few activities only, namely, maintenance of law and 
order, collection of revenues, protection and furtherance of British trade 
through development of transport and communications — ^roads in the 
public sector and railways throu^ Government guarantee^ Some irriga- 
tion works were also undertaken. 
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the possession of the Secretary of State in Council by virtue 
of this Act, shall be made without the concurrence of a 
majority of votes at a meeting of the Council.”® 

Such a provision meant a complete concentration of powers 
in the hands of the Secretary of State. The Government of India 
did not even enjoy powers to impose any taxes or vary their rates. 
It had also no powers to raise any loans on the security of the 
revenues of India. 

pt was, however, not possible for the Secretary of State 
to administer each and every activity of the Government of India, 
mainly because of the distance involved between his Office in 
London and the Governor-Generars Office in Calcutta. In 
view of this physical impossibility of exercising all the powers 
from such a remote place and in order to facilitate the work of 
the Government of India, the Secretary of State delegated strictly 
defined financial powers to enable the Governor-General to have 
a say in some of the aspects of the financial administration of 
India. These delegations authorised the Governor-General to 
create new offices of minor importance and to incur fresh ex- 
penditure within limits. Cxhe delegations made by the Secretary 
of State underwent changes, from time to time, to suit the needs 
of changing circumstance^ 

The financial control exercisable by the Secretary of State 
and the Governor-General was not confined to the Central 
Government alone but also covered the provincial activities. The 
responsibility of the Govermnent of India, for many years in the 
beginning, spread over the management of the provincial finances 
also. There was a single budget of income and expenditure for 
the country as a whole, in which were incorporated all revenues 
whether collected by the Central^ Government or the provincial 
governments, ^nder the constitutional arrangements of 1861, 
the centralisation of control over public finances in the hands 
of the Government of India was not in any way relaxed. To 
quote Gyan Chand ; 

‘'The revenues of India were treated as constituting one 
individual fund, and applied for purposes of the 


®The Government of India Act, 1858, cf, A. C. Banerjee, Indian 
Constitutional Documents (1757 — 1939), Vol. II, (Second Edition) 
A. Mukherjee & Co., Calcutta, 1948, p. 19. 
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Govemment of India as a whole. The Government of India 
exercised sole control over the entire Indian revenues and 
were alone liable for all the demands that could be made 
thereon. The Provincial Governments had to apply to the 
Government of India for the means wherewith to satisfy 
their local needs, and for their guidance had no authori- 
tative ruling as to the limit within which each department 
was to keep its total expenditure or expenditure on any one 
department. No additional expenditure, whatever its 
amount, could be incurred without obtaining the sanction 
of the Govemment of India. It is difficult to believe that 
the Provincial Governments could not even engage a 
peon on Rs. 10 per mensem without the previous permission 
of the Government of India, but that was the extent to 
which the centralisation was actually carried.^” 

Also, commenting upon the nature of centralisation of 
financial powers in the Government of India, Sir John Strachey 
has observed the following : 

“They (Provincial Governments) could carry out no im- 
provement, great or small, for which the actual expenditure 
of money was required. If it became necessary to spend 
£ 20 on a road between the local markets, to rebuild a stable 
that had tumbled down or entertain a servant on the wages 
of 1 10 a month, the matter had to be formally reported for 
the orders of the Govemment of India.®” 

The Secretary of State exercised control over the expenditure 
of the Govemment of India in two ways. Firstly, the budget of 
the G overnment of Ind ia wa s requ ired to be submitted for^his 
app roval and accq ptoi^ Secondly,Tus~ccStrol was ensured 
in bindi ng t he spending authorities to various codes and 
numerous executive ofaer slssued by~ him prescribing liimts in 
respect 6fea®~^neral subjecFo^f ext)e nditure_within wh ich 
e xpenditoe could be incurre d without reference to him. 

The approval of the Govermnent of India’s budget by the 
Secretary of State was followed by the issuance of a resolution 

*cf. Gyan Chand, The Financial System of India, Kegan Paul, 
london, 1926, p. 142. 

‘Kitfe, Strachey’s India : Its Administration and Progress (3rd Rev. 
Edn.), MaCmiUan, London, 1903, p. 121, Quoted by Gyan Chand in The 
Financial System of India, 1926, p. 142. 



DEVELOPMENTS UNDER BRITISH RULE 


21 


specifying the monetary limits within which the Governor- 
General conid incur expenditure without previous reference to 
the Secretary of State, Exception was, however, made in cases 
of emergency when the Government of India was authorised to 
spend any amounts considered necessary in its judgement and 
discretion. Als o, in resp ect of those cases where the Govern- 
ment of India thought that a reference to the Secretary of State 
would cause such d^ay as to be detrimental to public interest 
it had been given the authority to incur expenditure of any 
magnitude. 

The various codes and regulations which were drawn up to 
ddineate the powers of the various levels of authorities helped 
greatly the processes of financial control. These codes specified 
the powers exercisable by different authorities in various fields 
of governmental expenditure. Fundamental Rules contained 
the powers of the Secretary of State in respect of establishment 
matters. The Civil, Public Works and Military Accounts Codes 
covered rules governing the preparation of the estimates and 
accounts and also contained the rules for the spending of moneys 
by the government officials duly authorised. The responsi- 
bility for enforcing these codes and regulations was entrusted to 
the Finance Department of the Government of India which was 
assisted in these functions by an organisation for audit. It may 
be mentioned that the Audit Authority then was not an indepen- 
dent body,^ 

The Finance Department thus acted as a wa tchdog to en sure 
that the instructions and orders of the Secretary of State were 
truthfully followed and the rules and regulations laid out in 
various codes were duly observed by the spending authorities^ 
In the discharge of these functions, the Finance Department 
acted as a custodian of the interests of economy and general 
financial propriety and many of its responsibilities and activities 
were determined accordingly. The budgetary system^ provided 


®Audit Authority then had not been given any powers to challenge 
or question an expenditure which had been wrongly incurred or was not 
backed by sufficient authority. This defect was, however, partly removed 
with the promulgation of an Audit Order in 1889. This order was re- 
issued in 1893 with slight modifications. 

’The credit for introducing the budget system in the Government 

{Continued on next page) 
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the Finance Department with adequate opportunity to exercise 
the necessary financial control over the spending authorities in 
the discharge of its responsibilities. The process of formulation 
of the budget afforded the Finance Department a good occa- 
sion : (1) to review the revenue and expenditure proposals of 
the administrative departments, (2) to scrutinise individual 
projects and items of expenditure to find out their suitability for 
incorporation in the budget, and (3) to insist upon the adminis- 
trative authorities to follow certain uniform budgetary standards. 
Therefore, at the time of preparation of the budget, the Finance 
Department conducted a thorough scrutiny of the expenditure 
proposals submitted by the administrative departments and, 
before including such proposals in the budget, applied rigorous 
tests from the point of view of economy and to examine their 
consistency with the accepted policies of the Government. After 
the budget was passed, the Finance Department got another 
opportunity to carry out a detailed scrutiny of the expenditure 
proposals when references came to it for expenditure sanctions 
before the administrative authorities could incur expenditure. 
The inclusion of an item of expenditure in the budget did not by 
itself imply that the concerned administrative department was 
free to spend money on it. The administrative department 
needed to approach the Finance Department again to satisfy 
it as regards the various details of the proposed expenditure and 
to seek its concurrence to the issue of expenditure sanction. 
The rules of business provided that no proposal involving expen- 
diture could be taken up for execution without the concurrence 
of the Finance Department.® The result of all this was that the 
Finance Department could examine critically, on a number of 
occasions, the expenditure proposals of the administrative depart- 
ments. It could, at various stages, insist upon the administrative 
departments to work out their proposals in greater details both 


{Continued from previous page) 

of India is due to Sir James Wilson, the First Finance Member of the 
Governor-GeneraTs Council. The first budget was introduced by him 
in 1860. 

sThis rule was retained even after the reforms of 1919 and of 1935. 
It has survived even in the present system though a number of excep- 
tions have been allowed by the Ministry of Finance through general and 
spteial orders. 
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in their administrative and economic aspects and to provide 
further justification in support of their proposals. It could call 
for facts relevant for the consideration of the proposal and bring 
to the notice of the administrative departments its objections on 
possible extravagances and could even challenge the necessity 
for a particular item of expenditure. 

ThuSj for many years after taking over the administration 
of India, the financial control was centralised in the Secretary 
of State who was assisted in the process by the Governor 
General and the Finance Department. The powers of the 
Secretary of State were further enhanced in this respect in the Act 
of 1916. A provision of this Act read as follows : 

‘'Provided that a grant or appropriation made in accordance 
with provisions or restrictions prescribed by the Secretary 
of State^in-Council without the concurrence of a majority 
of votes at a meeting of the Council shall be deemed to be 
made with the concurrence of majority of such votes’’.^ 
Thus, in addition to the enhanced powers conferred on the 
Secretary of State by the Act of 1 9 1 6, the Act also clearly autho- 
rised him to delegate financial powers to the Government of 
India. It, however, remained obscure whether the powers 
delegated to the Government of India by the Secretary of State 
could be redelegated by the Governor-General to his subordi- 
nate authorities stationed at various places. 

Tins anomalous situation was rectified by a set of financial 
rules formulated in 1917 which defined the limits up to which 
powers could be delegated by the Governor-General-in-Council 
to his subordinate authorities without reference to the Secretary 
of State. \ The powers delegated by the Secretary of State to the 
Government of India and by that Government to its subordinate 
authorities were later on reviewed and, on June 1, 1918 were 
published in the form of a Book, pf . Financial Powers. This 
publication contained all the relevant rules at one place and there- 
fore was an important landmark in the histpxy of Delegation of 
Financial Powejrs. 

Reforms of 1919 

The reforms of 1919 coupled with the functions of the 
®Tlie Government of India Act, 1916. 
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Legislatures in the field of delegated legislation and appearance 
on the administrative scene of ministers responsible to the legisla- 
tures within defined spheres, brought to the fore and lent 
importance to the problem of delegations. The Act of 1919 
provided : 

‘‘Subject to the provisions of this Act and rules made 
thereunder the expenditure of the revenue of India both 
in British India and elsewhere, shall be subject to the control 
of the Secretary of State in Council, and no grant or 
appropriation of any part of these revenues, or of any 
other property coming into the possession of the Secretary 
of State in Council by virtue of the Government of India 
Act, 1858, or this Act shall be made without the concurrence 
of a majority of votes at a meeting of the Council of 
India.’^i^ 

This provision as such did not, however, mean any material 
difference in the role of the Secretary of State. But the proviso 
cited above, i.c., “subject to the provisions of this Act and rules 
made thereunder” paved the way for delegations to flow down- 
wards from the Secretary of State to the subordinate authorities. 
iThe e^ct me nt of the 1919 Act, thus, created another framework 
oTrerationships ampr^girthe various levels of authorities and 
enabled establishment of a new network of delegations from the 
Secretary ^o£ State ^^toAhp.,,,Ceoo.ti^r Governments. 

TEE"*Gowrnment of India was delegated larger powers for the 
purposes of incurring expenditures. Exception was, however, 
made in respect of certain specified types of cases, where spending 
of moneys required prior concurrence of the Secretary of 
State. This was done to facilitate discharge of responsibilities 
by the Secretary of State to the British Parliament in respect of 
expenditures from Indian public funds. 

The reforms of 1919 gave the Provincial Legislatures the 
right of voting for funds in respect of Transferred subjects. 
This necessitated relaxation of financial control insofar as 
provincial finance was concerned and also made delegation 
of enhanced powers to the governments in India imperative. 
The Secretary of State, therefore, delegated larger powers in 
respect of transferred subjects and intervened in such matters 

Government of Indk Aoti 1919,' , 
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only to ensure proper safeguards for the administration of 
central subjects; to decide questions arising between different 
provinces; to provide safeguards for the protection of imperial 
interests; and to determine the relationship of the governments 
in India with other parts of the British Empire, etc. 

The Devolution Rules of 1919, in addition to providing the 
provinces with certain powers, also clearly defined the financial 
powers enjoyed by the various authorities at the Centre. It was, 
however, made necessary, under the Devolution Rules^^ to seek 
the prior concurrence of the Secretary of State in respect 
of the following matters : (1) to the creation of any new or 
the abolition of an existing post in the All India Services; (2) to 
the creation of a post on a pay of Rs. 1,200 p.m.; (3) to the 
creation of a temporary post on a pay exceeding Rs. 4,000 p.m.; 
and (4) to any expenditure on the purchase of imported stores. 
Prior consent of the Secretary of State was also necessary 
in cases of : (1) sanction of pay and allowances of All India 
Services personnel, (2) expenditure of Governors, (3) revision 
of establishments involving an expenditure over a certain 
specified limit, and (4) public works estimated at more than 
Rs. 50 lakhs. 

After the reforms of 1919, the control of the Finance Depart- 
ment consisted mainly in ensuring that the budget estimates 
were framed in a way as to reflect realistically the spending 
capacities of the administrative departments so that the actual 
expenditure approximated as nearly as possible to the original 
estimates. This was necessitated by the contemporary situation 
where the administrative authorities were inclined to over- 
estimate their requirements and would later underspend the 
sanctioned grants. This would leave a wide gap between the 
budget estimates as approved and the actual expenditure. The 
prebudget scrutiny of estimates submitted by the administrative 
departments was not found adequate and therefore a resort had 
to be had to control during the budget implementation stage. 
This was secured by insisting on the administrative authorities 
to seek the Finance Department’s sanctions in various matters. 
The practice of making lump sum cuts by the Finance Depart- 
ment on the budget estimates prepared by the administrative 


^'Rule 27 and Schedule III of the Devolution Rules, 1919. 
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departments owes its origin during this period. The Finance 
Department with the support of the Public Accounts Committee 
resorted to the technique of applying a lump sum cut to the 
demand for grant as a whole to remedy the problem of loose 
budgeting by the administrative departments. These cuts were 
applied in addition to the detailed cuts on individual estimates 
already in vogue and were thought to cure the malady of under- 
spending by the administrative authorities of the sanctioned 
grants. 

Another practice introduced in this period pertained to 
evolving a new feature which was incorporated in the system 
of financial control. Each head of department was made 
responsible for the control of expenditure with which his depart- 
ment was concerned. For this purpose, separate portions of the 
Grants were assigned to the various heads of departments who 
were made responsible to exercise control over expenditure 
against these budget grants. It was made incumbent on the 
departmental controlling officers to ensure that each expenditure 
was properly covered by a budget grant and that it was incurred 
in accordance with the rules and the normal canons of financial 
propriety. With a view to watching the progress of expenditure 
against the sanctioned grant and to keep his expenditure within 
the budgeted amounts, each controlling officer was required 
to examine his accounts and to get them verified and reconciled 
with the accounts maintained in the Accountant GeneraFs Office. 
The Controlling Officers, in addition to remaining posted with 
the up-to-date information regarding the progiess of actual 
expenditure, were also expected to keep a track to the liabilities 
contracted which were ultimately to be met from the grants 
under their control All these reforms accounted for some 
measure of expenditure control to be operated by the administra- 
tive departments themselves. 

The Book of Financial Powers which was published in 
1918 became completely out of date with the introduction of 
the reforms of 1919. The Devolution Rules of 1919 gave more 
and larger powers to the provinces and the earlier authority 
relationship between the Central Government and the Local 
Governments became obsolete. The Book of Financial Powers 
had, therefore, to be thoroughly revised in its composition 
and content. The revised edition of this Book was issued in 1922. 
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It excluded mention of those powers which were handed over 
to the provinces under the Devolution Rules; The Book of 
Financial Powers specified the powers of the various departments 
and subordinate authorities of the Central Government in 
respect of a number of matters including creation of posts, 
powers in regard to appropriation and reappropriation of funds, 
contingent and miscellaneous expenditure, grants-in-aid, purchase 
of stationery, write off of losses and waiver of recoveries, etc. 
It also specified the powers enjoyed by the various executing 
agencies like the Central Public Works Department. 

The Act of 1935 and After 

The establishment of responsible government envisaged in 
the 1935 Act accounted for a significant change in the system of 
financial control. The rules of business, however, continued 
to assign to the Department of Finance a special position, and 
required that it should be consulted by the administrative depart- 
ments in matters having financial bearing before such cases 
could be submitted for consideration to the Executive Council. 

Though the institutional framework of the Department of 
Finance continued to be the same as before, greater attention 
came to be devoted by it to the formulation of the budget to 
meet the requirements of the increased legislative financial 
control following the 1935 Act. The changes brought about in 
the financial administration consequent upon the new consti- 
tutional reforms also necessitated revision of the existing codes 
and regulations pertaining to financial matters. / A new edition 
of the Book of Financial Powers was, therefore, brought out 
in 1937, which incorporated the changes that had taken place 
in the delegation of powers between the years 1922 and 1937. 

As some of the then existing codes were found to be over- 
lapping in respect of different matters, the need was felt for the 
simplification, clarification and proper grouping of subjects. 
The changes in the structure of delegated powers and consolida- 
tion of the relevant rules and regulations concerning each subject 
into systematically organised codes led to the publication of 
a set of financial rules called the Ge neral Financial Rules, 
Treasury Rides, Account Code , Audit Code, etc* The information 
contained these publications proved of immense help 
to the officers in transacting financial business. It promoted 
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the growth of financial knowledge so very essential for the efiicient 
management of the finances. 

The financial control exercised by the Secretary of State 
during this period was limited to the issuing of directions, etc.^^ 
The Governor-General was authorised to exercise all the financial 
executive authority and was made responsible for t he fina ncial 
operations of the Gov ernment of India. Any expenditure to be 
incurred from the revenues of the Government of India required 
his sanction either directly or through officers to whom the 
necessary powers were delegated. The extent of delegations to 
the various executive authorities in respect of powers of expendi- 
ture sanctions for different purposes were defined and 
incorporated in the Book of Financial Powers. 

The outbreak of the Second World War threw up a new set 
of problems for the Central Government especially in the matters 
relating to procu rement of supplies and war production. This 
necessitated delegation of enhanced financial powers to some of 
the authorities under the Department of Industries and Supplies 
to enable them to tide over their difficulties. With the 
conclusion of the War, however, the increased powers delegated 
to these offices^^ were withdrawn and the pre-war position 
restored. 

Sir Richard Tottenham, who was asked by the Government 
of India to suggest reforms for the reorganisation of the Central 
Government machinery after the War for the purposes of 
carrying out successfully the plans for reconsttuction and develop- 
m ent over a series of y ears dealt with aspects of financiaLcontrol 
in his r eport submitted in 1945-46. Sir Tottenham seems 
to have been greatly impressed by an article written earlier by 
Sir James Grigg, from which he incorporated an extract in his 
reports.^*^ Commenting on the contemporary system of 
financial control, Sir Tottenham made out that an average 


was the responsibility of the Finance Department to see that such 
directions were implemented. 

^®After the War, some of these offices were either abolished or merged 
with other departments* 

^^The following was quoted by Sir Tottenham from the article of 
Sir James Grigg t 

(Continued on next page) 
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secretary disliked the idea that the views of the Finance Depart- 
ment on any particular point must necessarily be accepted. An 
administrative secretary was readily willing to accept advice 
than dictation. He resented having his proposals whittled 
down jiist for saving a certain amount of money. Such a state 
of affairs was also responsible in compelling the departments 
to pitch their demands on the high side while framing their 
expenditure proposals. Such a practice^, ‘§ir Tottenham thought, 
was unhealthy and ought to be stopped. \ Another cause for 
irritation was the practice by which a proposal sponsored by a 


(Continued from previous page) 

“There is Treasury financial control, which rests in the last analysis 
on the Parliamentary procedure of Supply and Appropriation and the 
subsequent audit of expenditure by the Comptroller and Auditor General 
and the Public Accounts Committee. All of this is extremely complex 
and meticulous. From Gladstonian times we have inherited the habit 
of requiring specific Treasury authority for many of the details of 
expenditure even after the general policy has been approved by it and by 
Parliament. The doctrine “take care of the pence and the pounds will 
take care of themselves’* still prevails. 

But whatever may have been its efficacy in Mr. Gladstone’s time, it 
pretty certainly ceased to have any potency when Mr. Lloyd George 
arrived at the Treasury and In fact it seems that it has transmogrified 
itself in practice into straining at the gnat and swallowing the camel. 
Anyhow, there can be no doubt that the requirement of detailed Treasury 
sanction involves a good deal of labour at both ends and it takes a lot 
of time. It also makes for a timid attitude on the part of the administra- 
tive departments. 

Treasury control is particularly close in the realm of establishments. 
With the high development of Whitley Councils in the Civil Service there 
is a temptation to fit all Civil Servants into a few standard grades with 
uniform conditions, one of which, of course, is security of tenure. 
Numbers cannot be increased or varied between grades without Treasury 
sanction and altogether departments have so little latitude in staff 
matters that they must find it hard to organize their work as they would 
wish. I am sure that the Treasury will have to exercise their financial 
powers more in bulk and less in detail This may involve changes in the 
form of Parliamentary Estimates and in the rules of audit, but it should be 
possible to ensure that only the irritations and none of the essence of 
control disappear. My own experience, indeed, both in this country and 
ill India, leads me to believe that bulk control is more economical than 
itemized scrutiny.” cf R. Tottenham, Reports on the Reorganisation of 
the Central Government^ 1945-46, Oovernment of India, Second imprint, 
1955, p. 39. 
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Mgli authority in an administrative department was turned down 
by a much lower authority in the Finance Department, Sir 
Tottenham was, therefore, of the opinion that greater efficiency 
and economy could be secured by developing the financial 
conscience of the spending departments and by considerably 
reducing the number of day to day references made to the Finance 
Department.! He remarked : 

“No ofie would suggest for a moment the abolition of the 
Finance Department; but in support of the view advanced 
above it might well be argued that the present system of 
day to day control by that Department tends to blunt the 
financial conscience of the spending Departments and 
that better results, combined with a great decrease of work 
would be obtained by putting financial responsibility more 
squarely on the shoulders of the latter; by demanding 
of them, a more intelligent forecast of their future financial 
requirements and a greater interest in the economical 
expenditure of their grants; and by providing them with 
j Financial Advisers of their own for these purposes”.^ ^ 
\_Jhe period after the War and before Independence witnessed 
not too healthy an atmosphere for the operation of delegated 
powers^ This period was marked by the emergence of 
expenditures on reconstruction and development activities. 
Also, such a change in the content and the course of public 
expenditures gave rise to new problems of financial control. 
The overriding power vested in the Ministry of Finance to 
issue directives limiting the powers of the administrative authori- 
ties in any particular respect, whenever a situation demanded 
recourse to such an action, was invoked occasionally, 
and when used, made ineffective the powers delegated 
to the administrative departments. One such occasion arose 
when the Interim Cabinet was in power. The then Finance 
Minister issued a directive that no post at any level of 
the administrative hierar'chy could be created by the administra- 
tive departments without the prior approval of the Finance 
Member of the Cabinet.^® This directive nullified the powers 

Tottenham, Reports m the Reorganisation of the Central Govern- 
ment^ 194546* Government of India, Second imprint, 1955, p. 13. 

«The lafe 'Liaqnat '■■AIT Khan was the then Finance Minister. 

{Continued on next page) 
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exercisable by the administrative departments even in those 
cases where they were' authorised to create posts. This directive 
was, however, given up with the advent of Indepeiidence. 

is apparent from the preceding paragraphs that the need 
for delegation of financial powers to various levels of authorities 
was recognised, from time to time, before Independency In 
the provinces, powers and duties of various functionaries, such 
as, from Patwari up to the Commissioner in the Revenue 
Department were delineated and made known to those concerned 
with such activities. Similarly in the Public Works Departments, 
functions and powers of various levels of officers from, sub- 
overseer up to the Chief Engineer were clearly laid down. 
^Ihese delegations were considered, by and large, adequate to 
meet the needs of administration of those days, which ran fairly 
smoothly in the context of the limited functions the Government 
had to discharge then.X The situation, however, changed after 
Independence. 


{Contimed from previous page) 

The argument put forth by him for resorting to such a measure was to 
prevent excessive growth of government personnel. 



3 

Post-Independence Administrative 
Reforms Enquiries 


The advent of Independence led to the transfer of powers 
from the Crown representatives to the popular and selected 
Ministries both at the Centre and in the Provinces. With the 
disappearance of the control hitherto exercised by the Secretary 
of State and the Governor-General, the respective Finance 
Departments of the Central and Provincial Governments became 
responsible for the financial management of their jurisdictions 
and came to be vested with and exercised the necessary financial 
control each in its own, sphere of activity. Nevertheless, |the 
system of financial control and the delegation of financial 
powers as thc^ -obtained in' the pre-Indepeodence period conti- 
nued^^Jn .their broad^ ■■■ frariiewprk after IndependenceA The 
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stresses and strains of this system, however, soon began to be 
felt and the view point in favour of decentralisation as a means 
of facilitating operational efficiency arid ensuring economy 
gained strength. This system was referred to and discussed in 
their reports by the administrative reforms enquiry committees 
appointed by the Government of India after Independence, 
such as, the Secretariat Reorganisation Committee^ (August 
1947) and the Economy Coinmitfee (1949). These two enquiries 
were folio^J by the report of N. Gopalaswami Ayyangar'^, 
then a Cabinet Minister. Shri Ayyangar, in his report, 
voiced the complaint of the administrative ministries, especially 
those responsible for the development of economic and social 
services, ^hat the Ministry of Finance was unwieldy and had 
centralisednn It'Too^many functions. It concerned itself not 
merely with the general financial policy of the Government or 
the main heads of public expenditure but also with jevery detail 
in the administratiye, executm^^ This entailed 

considerable delays in obtaining financial sanctions. Also, 
the Ministry of Finance often devoted itself to examining the 
technical aspects of schemes even though it was not adequately 
staffed for the purpose. lAyyangar considered the then 
prevailing system as slow, mabbrate and expensive, which 
required to be improved in order to increase the responsibilities 
of individual ministries and to remove the sense of frustration 
prevailing among them. He thought that the problem was: 
“To bring about such changes in machinery and procedure 
as would render the processes of expenditure sanction more 
intelligent, well-informed and speedy, and thereby remove 
the sense of frustration which afflicts, at any rate, several 
ministries and departments at present; and, at the same time, 
to tighten up the process of budget control of expenditure 
and to promote economy-consciousness and sense of 
financial responsibility throughout all administrative 
departments, which are the really effective safeguards 
against extravagance.”® 

Ayyangar, therefore, opined that a review should 

^Also known as Bajpai Committee or Officer Shortage Committee. 
®N, Gopalaswamy Ayyangar, on Reorganization of the 

Machinery of Government^ Government of India, 1949. 

3/^iW.,pp. 29-31. 
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be undertaken of the extent to which more effective delegation 
of powers of expenditure sanction could be effected at different 
levels to different departmental authorities. He also advocated 
that the needed changes should be carried out for simplifying the 
procedures, tightening up control and locating personal respon- 
sibility to achieve a better mainten ance of t he necessary control. 

However, with the emergence of new problems such as 
the rehabilitation of refugees, increase in defence expenditure, 
state trading, etc., some changes had taken place in the extent of 
delegated powers soon after Independence. It was felt that there 
was too much dependence on the Ministry of Finance for various 
matters and consultations with it involved inordinate delays 
resulting in slackening of the tempo ^f work, administrative 
inejficiency and uneconomic financial management. )k3Phe Esti- 
mates Committee of the First Xbk Sabha which examined the 
matter in their Second Report^ thought that the control of the 
Ministry of Finance was more rigid on minor items of expenditure 
and lax on major items. The Committee considered the system 
of financial control as unsound and felt that the question of 
financial control on minor and major items of expenditure 
required re-examination. The Committee further stated: 

“The present rules under which the Heads of Ministries 
or Departments have been vested with certain financial 
powers are in their opinion inadequate. There have been 
instances in which proposals involving some minor expendi- 
ture have remained under discussion between the Ministry 
of Finance and the administrative Ministry for weeks 
and months together without any settlement, while in regard 
to proposals involving huge expenditure there have been 
fewer discussions and quicker agreements between the 
Ministry of Finance and the Ministry concerned. / The 
Committee consider that in order to avoid unnecessary 3Say 
in the day-to-day performance of the normal functions of 
a Ministry, greater financial powers in the field of minor 
items of expenditure should be devolved on the Heads of 
Ministries and Departments."’^ 

^Estimates Committee (First Lok Sabha) Second Report (1950-51) 
OB Reorganisation of the Secretariat and Departments of the Government 
of India, 1951. 
mu., p. II. 



POST-INDEPENDENCE ADMINISTRATIVE REFORMS ENQUIRIES 35 


Broadly, the Estimates Committee advocated the principle 
that the itemised control should be delegated to the Heads 
of Ministries and the Ministry of Finance should be left free to 
devote more attention and thought to major proposals involving 
bulk expenditure. Such a course should speed up the disposal 
of government work, and would also give the necessary fillip 
to economy and the efficient working of the government’s 
machinery. The Committee thought that the functions of the 
Ministry of Finance needed to be specified in clear and definite 
terms to ensure that there were no unnecessary inter-departmental 
consultations between the administrative ministries and the 
Ministry of Finance. It felt that the_ need was for a proper 
distribution and sharing of responsibility between the spending 
Ministries and the Ministry of Finance. 

The First Five Year Plan which followed soon eonsidered, 
among other factors, the system of financial control as having 
an important bearing on the efficiency of administration. The 
ttemendous increase in public expenditure which national plans 
for economic and social development postulate emphasised the 
importance of securing economy through a sound system of 
financial control. According to the plan document, the objects 
of financial control should be to ensure: (1) that no wastage of 
resources occurs, (2) that public money is not misapplied, and 
(3) that for the money spent adequate results are obtained. It 
is through the close cooperation of the administrative authorities 
and the finance departments and by their sharing the resgonsibi- 
iity for financial control that the fulfilment of such conditions 
could be ensured. 

The launchin| of the First FiveJ^earjfian emphasised the 
' need for a review oFtKe det ejated^omilo bring them in tune 
with the needs of development administration. The First Five 
Year Plan document stated: 

“Financial procedures which, on the one hand, secure 
adequate control and, on the other, avoid too great 
an interference in carrying ou t their own programmes 
are essential toTSe efficient execution of the Five Year 
Plan.”" 


^Planning Commission, First Five Tear Plan, Government of India, 
1952, p. 124. 
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V^A Gorwala who was requested by the Planning 
Gomniission to give his recommendations for reforms in 
public administration of the country remarked in his report : 
'"‘Another very important organisational defect which has 
added very greatly to the dilBSiculties of administration is 
to be found in the relationship between the Administrative 
Ministries and the Finance Ministry/ There are many bitter 
complaints some of them perhaps rather one-sided, against 
what is termed the woodenness and lack of discrimination 
of the Finance Ministry at the Centre. The Finance Ministry, 
it is said, centralises in itself the power of sanction, and 
even for small amounts of expenditure the administrative 
departments have to go to the Finance Ministry. Quite 
often, after many references to and fro, the administrative 
department drops the proposal, having come to the 
conclusion that the trouble in continuing to refer is greater 
than the object to be served by the expenditure. This does 
not mean that the expenditure is not worthwhile but merely 
that the referring officer is tired out. If the proposal is taken 
to a sufficiently high level, the expenditure is generally 
accepted. The process of taking •it is often extremely 
burdensome.”^ 

Mjrorwala thought that it would help matters if certain 
financial powers were delegated to the administrative ministries 
and heads of departments forjeontin^ent expenffi within the 
budget . proyisioH/ In those cases where delegations already 
existed, Gorwala recommended that they should be made 
widely known to the government officials and necessary steps 
should be taken to ensure that such powers were exercised. He 
also suggested that the possibility of delegating enhanced powers 
to the administrative authorities should be investigated, ^e 
felt that the administrative ministries might be authorised to 
sanction temporary appointments up to a certain limit of pay 
and up to a period of six month^ They might also be empowered 
to sa nction exn^ditu re ’On m inor works with in prescribed 
fi nanciSItoiSr v^^ any likely abuse of these powers, 
he suggested that a sample check couM_be.hcld^pnce a yeatr 


D. Oorwaia, Report on Public Administration, Planning Commission, 
Governfflent of Mia, 1951, pi 42* 
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He considered as undesirable the practice whereby the Finance 
Ministry expressed its views on any matter referred to it even 
when such a matter had no financial iniplication. "*^orwala 
stated : , 

“What is really needed in financial matters is control and 
not interference. What would seem to be happening is 
exasperating interference in small matters leading to a great 
deal of waste of time, energy and frustration on the part of 
the administrative departments, that is, the greater part of 
government. This must be avoided.”!/ 

Paul H. Appleby, who was invited by the Government 
of India to carry out a survey of public administration in 
India, submitted his report in 1953. He found the system of 
financial control to be in rather too petty and in specific terms 
tending to undermine responsibility and the requisite discretion 
and to slow-down action. He remarked: 

“On the whole, however, one is struck most by the 
extensiveness of eiforts to guard and control in terms of very 
small amounts. The time spent in correspondence and 
conference over a single peon’s pay in many cases costs 
very many times the amount being haggled over. The 
procedure under which purchases are controlled extends 
to such laborious lengths in terms of such small amounts 
as to involve many times the real cost of any possible saving 
in the particular purchase.”^ 

Appleby thought that there was too much control 
of details than there was care for the larger effectiveness. 
Commenting on the criticism of inefficiency levelled against 
the Government, he stated : 

“In so far as the criticism of ‘inefficiency’ is meant to imply 
a lack of frugality, I should say, rather, that the government 
is somewhat unwisely frugal— spending too much energy, 
and money, in pennypinching, and regarding too little 
the effectiveness and convenience of the conditions in 
which able-men work. This latter is intimately related to 
true efficiency in the service of the public interest. The 


®A. D. Gorwala, Report on Publie Administration, op, cit„ pp. 43-44. 
®PauI H. Appleby, FMic Administration in India, Report of a Survey ^ 
Cabinet Secretariat, Government. of India; 1953, p.7, 
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time of key officials is the most costly of all governmental 
costs, for on them the effective use of thousands of other 
persons depends. Similarly, time-consnming and delaying 
procedures over small expenditures may make concealed 
costs and involve costly delays in the pursuit of action 
objectives. The heritage from simpler days points rather in 
these directions than toward any tendency to carelessness 
and profligacy”.^® 

According to Appleby, financial control would be 
more effective and appropriate if, within relatively wide limits, 
the deployment of available funds was left to the discretion 
of the administrative authorities. The exercise of such a discre- 
tion, he thought, was essential to a more effective discharge of 
responsibilities. 

The Estimates Committee in their Ninth Report (1953-54) 
again commented upon the prevailing system of financial 
control as a source of annoyance in the quick implementation 
of plans and the speedy execution of works. It considered the 
system unsuited in the changed conditions in which the 
administration had to function then. ';The complicated and 
cumbersome procedures of the old system were a big hindrance 
to achie ving t he desired progress in the nation-building activities. 
Conditioned by the old system, the administrative ministries 
looked upon the Ministry of Finance as the organisation 
which should take decisions for them and the Ministry of Finance 
on its part felt obligated to scrutinise and criticise each and 
eveiy proposal coming 4o it from the administrative ministries 
regardless of the importancT^^r" of such a proposal 

The Committee felt that the malady had become so chronic 
that even^itx those cases where the powers of final disposal 
had been 3elegated to the administrative ministries, they had 
often res6ftH'“!o*c6nsultations^^w^^ the Ministry of Finance to 
escape their responsibility in the making of the decision. The 
administrative ministries thought that the concurrence of the 
Ministry of Finance in a proposal relieved them of their responsi- 
bility and was a sure clearance for their decision. The Estimates 
Committee further remarked : 

“A sort of suspicion has entered into the relationship between 
the Ministry of Finance and the Administrative Ministries. 
^^Paui ii. Appleby, Fublic Administration in India, op, cit„ p. 7. 
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The Administrative Ministries’ sole aim is to get their 
proposals through and the Finance Ministry’s aim is that 
whatever money is being sanctioned is really spent on useful 
purposes. In this atmosphere and process, there are naturally 
Departmental bickerings, recriminations, mild sensations, 
Secretarial or Ministerial crises and consequently delay, 
bad planning, wasteful or infructuous expenditure and 
public criticism at Government’s inability to proceed with 
the schemes according to schedule or efficiency. It is 
obvious that if this process is allowed to go on indefinitely, 
the whole administration will come to a stand-still and the 
structure will fall. We should take a realistic view of things 
and take stock of the present-day conditions and evolve 
a procedure which defines clearly the responsibility and 
functions of each component involved in spending public 
monies and to see that proper authority is accountable 
for its action. .The Committee feel that concrete steps 
should be taken to achieve the end in view and to establish 
perfect cordiality between the Administrative Ministries 
and the Ministry of Finance and to see that one is comple- 
mentary to the other and helps in the ultimate objective|’^^ 
The Estimates Committee, therefore, recommended that 
there should be proper planning of a scheme with detailed 
working out of its estimates before the Ministry of Finance is 
approached for approval and financial concurrence and before 
the administrative authorities actually embark upon the scheme. 
After approval of the scheme by the Ministry of Finance, it 
should be the responsibility of the administrative ministry 
concerned to manage its detailed execution and the spending of 
money thereon. For this purpose, the Committee suggested that 
the administrative ministry should be delegated adequate powers 
including those for varying or altering the amounts under 
the sub-heads of the scheme subject to the condition that the 
total outlay was not affected. To facilitate implementation 
of its recommendations, the Committee suggested that '‘the 
work of each department should be drawn up in minutest details 
and delegation of powers in regard to the various items of work 

^^Estimates Committee, Ninth Report (First Lok Sabha), 1953-54, 
on Administraiive, Financial and Other Reforms^ Government of India, 
1954, pp. 3-4. 
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to be disposed of by the various officers in the ministries laid 
down precisely so that there is no ambiguity or difficulty in 
the matter”. According to the Estimates Committee, the aim 
should be to encourage and impel the officers at various levels 
to exercise their delegated powers and take decisions falling 
within their jurisdictions all by themselves./ 

The Second Five Year Plan document laid stress on certain 
aspects for gearing up the administrative machinery to contribute 
its very , best to the achievement of efficiency and economy. 
Firstly, it should be ensured that officers at various levels exercise 
the maximum responsibility and get the necessary opportunity 
for the ^discharge of such a responsibility. Secondly, suitable 
functionaries with assured competence should be provided with 
the necessary experience and training to prepare them for taking 
up higher responsibilities. Thirdly, efforts should be made to 
develop in the officers an attitude of urgency and speed in the 
execution of their tasks. Fourthly, the rigid procedures pertain- 
ing to personnel policies should be relaxed keeping in view the 
needs of development administration. Lastly, special efforts 
should be made to develop the correct human relations within 
each govShmental organisation. The Second Five Year Plan 
document further states : 

‘A weakness in the present system of administration is the 
manner in which administrative control often tends to 
be exercised. In this connection two aspects may be specially 
mentioned. In the First Five Year Plan it was pointed 
out that a considerable part of the time of senior public 
servants was being given to work which was formerly done 
at lower levels. “Increasingly, while each agency of govern- 
ment is accepting new responsibilities, the stage at which 
effective decisions are taken within any department is being 
pushed upwards, There is still some tendency for the 
exercise of initiative and the making of decisions being 
concentrated at higher levels. The correction of this tendency 
is in part a question of organisation and methods; in part 
however, it involves a consideration of how best to 
utilise the available personnel resources and to encourage 
,iiten to assume responsibility”.^^ 

, ^sPianning Commission, Government of India, Second Five Year Plan 
1956, pp. 132436. 
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The plaii document emphasised the need for greater delega- 
tion. of responsibilities to various levels of governmental 
organisations and functionaries in the interest of speedy disposal 
of work and the quick execution of the newly assumed tasks. 
These authorities should be provided with the necessary opera- 
tional freedom to enable them to act with initiative and drive. 
The plan outlines : 

“In general, it is desirable that the area of policy in which 
a Ministry or a secretariat has a special interest, should 
be distinguished as clearly and systematically as possible, 
and to the maximum extent, executive functions should be 
entrusted to separate units which are in a position to operate 
with minimum reference to the secretariat"’.^^ 

Thus, the need for delegation of larger responsibilities 
to authorities outside the central authority was pressingly felt 
in the Second Five Year Plan in order to achieve an efficient and 
economical implementation of the planned programmes. It 
might not, however, be disputed that increased responsibilities 
could be discharged by the functionaries with success only when 
there was adequate delegation of powers commensurate with 
such responsibilities. 


^^SecmdFive Year Flm, op. ciL.pp. 132-136.' 
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Delegation Schemes 
Under the Plans 


As a result of the persistently pressing demands for reforms 
made by the various Enquiry Committees and Expert bodies, 
greater financial powers were delegated in 1953 in respect of 
creation of posts and contingent expenditure. These powers 
were further enhanced in 1954 and again in 1955. The powers 
delegated in 1955 authorised the administrative ministries to 
create posts up to the rank of Under Secretary^ for a period of 
two years and to sanction up to Rs. 1,000 recurring in respect of 
contingent expenditure and Rs. 5,000 in respect of miscellaneous 
expenditure per annum. 


^The post of Under Secretary for the I.A.S. then carried the nav 
scale ; I.A.S. 800-50-1000-50-1300-50-1800 plus Special Pay of 
Rs. 200 p.CT. and DA of Rs. 40 p.in. 7-— - , - 
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A. K. Chanda, the then Comptroller and Auditor 
General of India, who undertook the task of preparing a plan 
for delegation of financial powers and for a reorganisation of the 
system of financial control, submitted his proposals for the 
consideration of the Public Accounts Conimittee^ of Parliament. 
While pin-pointing the defects in the existing system he recom- 
mended that, to avoid delays in the issue of expenditure sanc- 
tions, the particulars of the proposals referred by the adminis- 
trative ministry to the Ministry of Finance at the pre-budget 
review stage should be furnished in greater detail to enable the 
Finance Ministry to carry out a better and more systematic pre- 
budget scrutiny. This process may not require the adminis- 
trative ministries to provide complete details of the schemes but 
they may furnish those details sufficient to enable the Finance 
Ministry to take n view of the scheme as a whole including 
its costs. Chanda thought that it would be enough if the 
total cost of a scheme and its breakdown by categories of ex- 
penditure, such as, (I) staff and allowances; (2) works outlay; 
and (3) contingencies, was submitted for financial approval. 
These details should be sufficient for the Finance Ministry to 
examine the proposal and sanction the scheme. Within the 
sanctioned scheme and subject to the ceilings prescribed and to 
the provision for particular categories, the administrative minis- 
tries could be delegated powers to ^notion further details 
both of staff and of expenditure, xlhanda, in other words, 
advocated sharing of financial responsibility between the 
Ministry of Finance and the administrative ministries, by demar- 
cating areas of operations between them. /His suggestion was 
that overall financial control regarding 
principles should vest in the Ministry of Finance and the detailed 
scrutiny of proposals at expert level should be the responsibility 
of the administrative ministries Thus, according to his recom- 
mendations, the financial scrutiny should be in two parts, firstly 
bioad and overall scrutiny carried out in the Ministry of Finance, 
and secondly, detailed scrutiny, at expert level, conducted in the 
administrative ministries. 


K. Chanda formulated his plan on Estimates and Financial 
Control and included it as an appendix to the Audit Report (Civil), 
l955-56,Part L Z' 'Z 
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‘It might be prudent that a project study together 
with the estimates and a phased plan of expenditure is 
prepared in a Ministry in collaboration with its internal 
finance officers and technical experts and is transmitted to 
the Finance Ministry to get this examined also by the techni- 
cal experts of the Planning Commission where necessary 
as an independent check and then accord its sanction and 
make budget provision. Once this has been done, further 
responsibility will devolve on the administrative Ministries 
which will refer back to Finance only if there is any appre- 
ciable change in the scope of the scheme or if the provision 
made is likely to be exceeded by more than 5 per cent. 
Under this scheme of things, estimates will be more realistic 
thus obviating the detailed check to which they are now 
subjected in the Finance Ministry . . . . Finance Ministry will 
continue to be responsible for rules and regulations and for 
observance of uniformity in the scales of pay and allow- 
ances and other conditions of service throughout the 
structure of Government machinery. If it is proposed to 
give any special pay to any officer or to create posts on 
special scales, the concurrence of the establishment divisions 
will be necessary. Subject to the observance of these 
principles, the delegation of financial authority should be 
adequate to enable the Ministries to create posts up to and 
including Under Secretaries, provided, of course, the budget 
allotment is not exceeded.”® 

Such a readjustment in the relations between the Ministry 
of Finance and the administrative ministries, according to 
Chanda, would yield the ex pected results of speedy execution 
of t^prsi^gts and^^£rogtam^ was accompanied by 

deleg^on Q£adeq uate po by "the admlhistrative mihiMes 
to ^^vHs'oT’ executive under them. He thought that 
the heads of d^aitmehfs‘‘'afid''"Othbr*ttec officers were 
hampered^in Jhgr^ h^mse of lack of 

suteent^^^flfgaSSlIs to,t|^. even in those cases where these 
functionaries enjoyed delected powers, interference in their 
work by the higher authorities undermined the effectiveness of 


^Amt Ibsport (Civil), Tm t 
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the exercise of such powers by them. GhaEda, therefore, 
recommended that ‘there should be de-concentratioE of authority 
in favour of executive and project officers at all levels appro- 
priate to their responsibilities and status/ He also suggested 
that the delegations already made to functionaries like the Chief 
Engineer and officers of the Central Public Works Department 
and other departmental heads, should be reviewed to take 
account of : (a) the loss in the purchasing power of the rupee; 
and (b) the increased workload which had developed upon 
these officers. Chanda proposed that every officer exercising 
delegated financial powers should submit a monthly schedule of 
sanctions to the authority immediately superior to him. This 
would enable a review of the mannerTn which delegated powers 
had been exercised. Corrective measures could be taken in 
cases where the delegated powers had not been properly exercised 
and suitable adjustments effected. 

The Public Accounts Committee which considered the 
suggestions of Chanda in its Eighth Report (1957-58) on 
Budget Estimates and Financial Control, by and large, accepted 
his recommendations. The Committee emphasised that, so long 
as the provision made in the budget was not exceeded and there 
was no change in the scope or the total cost of a project, the 
administrative ministry should have freedom to incur expendi- 
ture without having recourse to consultation with the Ministry 
of Finance. According to the Committee, delegations of powers 
to the administrative ministries for incurring expenditure within 
the approved budget raised two important issues, firstly, of powers 
of reappropriation, and secondly, of powers over establishment 
expenditure. Commenting on the powers of reappropriation 
vested in the administrative ministries the Committee remarked : 
‘‘With regard to powers of reappropriation the Committee 
understand that present Ministries have wide powers to 
reappropriate funds without reference to Finance. They are 
not sure whether it would be proper continuing to vest these 
powers in the changed set-up. While it is true that the 
estimates under each item will be scrutinised thoroughly 
and pruned by Finance thereby leaving no scope for re- 
appropriation, the Committee feel that effective financial 

,,, control cannot be .exorcist, .unless ^ the Finance Ministry is 

consulted as soon as it becomes apparent that the item of 
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work ill question cannot be coinpleted within the liinits of 
expenditure approved by the Finance Ministry. The 
administrative Ministry should not, therefore, have the 
power to reappropriate funds without the prior concurrence 
.'.of" Finance.”^ ■, ■.; ■ . . 

-^n regard to the second question of establishment expendi- 
ture, the Committee considered it necessary and desirable that 
the Ministry of Finance should control pay scales and financial 
and service rules and regulations. Such a course would ensure 
uniformity and efficiency in administration. v 

The Committee felt that it would be necessary especially 
in the earlier stages to watch whether the delegated powers were 
properly exercised by the delegatees. Those of the cases where 
the powers were improperly exercised because of inexperience 
of the delegatees or errors of Judgement on their part should 
be distinguished from those due to wilful negligence and dealt 
with suitably. 

The suggestions made by the various experts and by the 
financial committees of Parliament set the thinking in Govern- 
ment and outside in favour of large delegations of financial 
powers to administrative ministries. ^ real break-through of 
importance, however, came in 1958, when the Government of 
India sought to delegate enhanced financial powers to the ad- 
ministrative ministries. A Scheme of Delegations was introduced 
by the Government of India from August 1958^ which vested 
the administrative ministries with considerably larger powers, 
not enjoyed by them before. The main features of the Scheme 
were the following : 

(1) The powers of the administrative ministries to create 
temporary posts up to a period of two years were 
enhanced to include posts up to a pay scale of 
Rs. 2,250 p.m. It may be noted that under the earlier 
scheme the ministries could create posts only up to 
the rank of Under Secretary. The ministries were also 


* Public Accounts Committee (Second Lok Sabha), 1957-58, Eighth 
Report on Budget Estimates and Financial Control, Government of India 

^Government of India, Ministry of Finance (Department of Expendi- 

'-tore), Office Memorandum /Ho. ■ F, 9 -( 5 )-E‘'XCoord.)/ 58 , dated the 

* 18tli/Augua495S.... 'L'/-- ‘-L.' „ 
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empowered to create permanent posts in Classes II, 
III and IV as against Classes III and IV only allowed 
for under the earlier scheme. 

(2) Subject to certain conditions, administrative ministries 
were authorised to issue expenditure sanctions on any 
scheme the total expenditure of which did not exceed 
Rs. 50 lakhs. For the purpose of applying the limit 
of Rs. 50 lakhs, the entire cost of the scheme up to the 
date of completion (both recurring and non-recurring) 
including the cost of works (even where the provision 
relating to such works was made in a budget head not 
under the control of the Ministry) was to be taken into 
account. 

(3) The administrative ministries were delegated full powers 
without any monetary ceilings in respect of grants- 
in-aid and loans where schemes and the pattern of 
grants and loans were already approved by the Ministry 
of Finance. This was, however, subject to budget 
provision and availability of funds and the instructions 
contained in the General Financial Rules. 

(4) The administrative ministries were also delegated full 
powers in regard to miscellaneous expenditure and 
expenditure on contingencies and purchase of stores 
(other than works). Similarly, for expenditure for the 
local purchase of stationery stores, they were dele- 
gated full powers without any ceilings subject to the 
concurrence of Chief Controller of Printing and 
Stationery, 

(5) The administrative ministries were to consult the 
Ministry of Finance in respect of contracts and pur- 
chases only when their value exceeded Rs. 25 lakhs. 
If a contract extended over a period of time, its total 
value over the entire period of its currency would be 
taken as the value for the purpose of this limit. In 
the case of any negotiated or single tender contract the 
limit was Rs." 10 lakhs.- The Finance Ministry was also 
to be consulted in case of any indent for stores of a 
-proprietary nature the value of which exceeded 
Rs. 5 lakhs and in all'cases involving an agreement or 
contract for' teehnieal-' collaboration or consultancy 
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services with foreign governments or firms. 

(6) The administrative ministries were delegated powers 
to reappropriate funds in all matters except in the 
following cases which required concurrence of the 
Ministry of Finance ; (a) Re-appropriation to augment 
the provision under the primary units relating to ‘Pay 
of Officers’ and ‘Pay of Establishment’ either for a 
scheme or for other types of expenditure; (b) Re- 
appropriation between the primary units under which 
provision was made for a scheme which involved the 
augmenting of the provision under any one such unit 
by more than 5 per cent or by more than Rs. 1 lakhs 
whichever was less; and (c) Re-appropriation from the 
provision made for a scheme to meet expenditure on 
any other purpose. 


The attempt all through the scheme of delegations of 1958 
was to decentralise the financial powers. l^The scheme also 
intend ed that the administrative minis tries shouIdrTn tEeir 
turn, delegate, to the maxi mum e xtent, administrative and finan- 
cial powers to tfie~ Eieads ofdepartment s andT'also to other sub- 
with due regard to their respective levels of 

The question of making improvements in the arrangements 
for budgeting and financial control, to secure speedy implemen- 
tation of development plans and greater efficiency in adminis- 
tration, continued to engage the attention of the Government 
even subsequent to the reforms of 1958. A paper prepared by 
the Planning Commission on “Measures for Strengthening of 
Administration and Improving Implementation” dealt, among 
others, with the important problems of financial control. This 
paper prepared in August 1961 also considered the working of 
the Delegation Scheme of 1958. It stated : 

“According to the Ministry of Finance, the Scheme of 
Delegations has not had a chance to work as intended 
mainly because Ministries have not found it possible as a 
rule to furnish adequate details of their schemes before 
the framing of the budget. On the other hand, there is a 
feeling that the new procedure has not materially reduced 
the need for co nsu lta t ion with the Finance Ministry 
specially in establishment matters and that there is need 



ordinate author! 
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delegation: SCHEMES UNDER, THE. PLANS 


49 




for a much larger measure of delegation of powers to indi- 
vidual Ministries in the use of funds provided in their 
budgets.”®'' : ' ■ ■ ■ 

The paper distinguished the problems faced in the control 
of expenditure in respect of projects and schemes from those 
pertaining to staff and their salaries. In regard to projects 
and schemes, enough time and personnel were not assigned for 
proper planning and therefore the estimates submitted by the 
administrative ministries were frequently incomplete and defec- 
tive. Njfhe suggestion contained in the paper therefore was that 
the administrative ministries should be adequately staffed 
with personnel for thorough planning of projects and schemes 
and also the Ministry of Finance should be similarly equipped 
for a proper study of their cost estimates. The paper further 
stated that, if there was careful planning and close association 
from the beginning between financial and technical experts 
after funds had been budgeted, references to the Finance 
Ministry should be required only where substantial variations 
took place in the scope or in the costs of a project. As regards 
the question of staff and their salaries, the paper maintained 
that departments should have much greater discretion in 
determining their staff structure and requirements. This was, 
however, without prejudice to or detracting from adherence to 
agreed financial limits and to standards based on approved 
practice or on systematic works studies, f The paper j lso 
recommended that there should be a review by tFe administrative 
ministries of the delegations of powers made to their subordinate 
executive departments with a view to providing them with 
larger delegations of authority. ^ 

In another paper on “Administrative Capacity” prepared 
by the Organisation and Methods Division of the Government of 
India, it was stated : 

“Delegation is necessary in an administration growing 
rapidly in responsibilities but it is paradoxical that, in the 
* present situation, there are increasing pressures for centra- 
lisation of authority and responsibilities. The limitations, 

«Government of India, Organisation and Methods Division, Cabinet 
Secretariat, Papers on Measures far Strengthening Administration, August 
1961, p. 11. 


50 


FINANCIAL CONTROL AND DELEGATION 


in the environment, to delegation should be realistically 
appreciated along with consequent delay and circuitous 
procedures in decision making. It should be possible to 
identify factors of change on a continuous basis so that 
administration could be modulated appropriately in the 
future. Administrative changes have to keep pace with 
trends in institutional, power, social and economic struc- 
tures of the society. It is not possible to distinguish easily 
between deliberate refusal to undertake responsibility ade- 
quate to the job and inability to shoulder responsibility due 
to lack of capacity or proper training. It is natural, 
therefore, that the first attempt should be to remedy the 
latter factors before action could be taken on the former 
grounds against incorrigible officials. The Finance Ministry 
itself should review the broad distribution of its time on 
different objectives and give greater attention to procedure 
involving bulk control, cost reduction and preparation of 
estimates adequately and not itemised control as in some 
cases at present.”’ 

The paper emphasised that the delegatees should be encour- 
aged to exercise their powers. Any tendency on their part to 
consult senior officers on minor issues should be suitably curbed 
even by returning the papers submitted by them without passing 
any orders and thereby compelling them to make decisions and 
take responsibility. It should, however, be ensured that the 
junior officers did not suffer for any bonafide mistakes made by 
them in the process of exercise of their delegated powers. 

The problem of improving administrative efficiency and 
standards continued to engage attention in Government and 
protracted discussions were held particularly in the context 
of the third Five Year Plan for speedy implementation of the 
plan projects. The Government prepared a statement outlining 
its decisions on measures necessary to be taken for administrative 
improvements. This statement was laid on the table of both 
the houses of Parliament in August 1961. The statement in- 
cluded the following observation regarding measures for dele- 
gation of financial powers to the administrative ministries : 


’Organisation and Methods Division, Papers on Measures for Streng- 
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‘The present system of financial control should be reorga- 
nised. Itemised examination of financial proposals should 
be confined only to vital matters. Financial responsibility 
should be devolved, in liberal measure, on the adminis- 
trative ministries and by them, in turn, on the implementing 
authorities. The control of the Ministry of Finance should 
be exercised through pre-budget scrutiny and by adequate 
reporting, random checks and work studies in such fields 
as may be considered necessary.”® 

While referring to the concrete proposals worked out to 
^ give effect to such broad objectives, the statement narrated that 
a scheme had been finalised for introduction in the Ministries 
. „ 9 f Commerce and Industry, Information and Broadcasting, 

^ Community Development and Cooperation and the Depart- 
ment of Food. The important features of that scheme included : 
(1) formulation of a programme for intensive pre-budget scrutiny 
beiween the Ministry of Finance and administrative ministry 
necessitating the preparation of budget estimates earlier than 
usual in cases in which actuals of the last year were not an 
important consideration; (2) further liberalisation of financial 
powers to the ministries in order to avoid references to Finance 
Ministry in the post-budget period except on vital matters; and 
(3) the exercise of control of important financial aspects by the 
Finance Ministry through an adequate reporting system and 
test checks. It was further mentioned in the statement that 
the Ministry of Finance was taking the necessary measures 
to strengthen its machinery for scrutiny of project estimates and 
their financial review. 

As a result of these decisions and recommendations, the 
Ministry of Finance (the Department of Expenditure), intro- 
duced in September 1961, on an experimental basis, a scheme 
based on devolution of a greater measure of financial responsi- 
bilities in the Ministries of Commerce and Industry, Community 
Development, Panchayati Raj and Cooperation, Information 
and Broadcasting and the Department of Food. This scheme 
envisaged exercise of control by the Finance Ministry mainly 
through pre-budget scrutiny and through random checks and 
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work studies. The scheme was later extended to other ministries 
and departments of the Government of India from June 1, 1962.® 
The main features of the scheme are : 

(!) The proper scrutiny of the schemes, etc., submitted by 
the administrative ministries for incorporation in the 
budget should be carried out by the Ministry of Finance 
before including such proposals in the budget. It has, 
therefore, been decided that budget proposals should 
be prepared by the ministries in greater detail and with 
as much precision as possible and referred to Finance 
Ministry a few months earlier than usuaF®, say from the 
beginning of July each year. Certain routine portions 
of the budget which are usually based on a study of 
actual expenditure in the first four or five months of 
the year can, however, be sent to the Ministry of 
Finance a little later, as soon as the basic information 
is available. The administrative ministries are accord- 
ingly expected to phase out their programme for the 
submission of their budget proposals and intimate the 
same to the Ministry of Finance. 

(2) The administrative ministries have been exhorted to 
organise their finance, budget and accounts work in 
a way as to facilitate implementation of the new 
Scheme. They should take steps to watch the progress 
of expenditure so as to control it with reference to the 
appropriation. Arrangements are to be made with 
the Accountants General to intimate to the ministries 
concerned approximate figures of expenditure by major 
heads by the 10th of the succeeding month. The 
ministries could also be supplied with figures of ex- 
penditure by minor heads and primary units by the end 
of the succeeding month after the monthly accounts 
are closed. There is, however, an exception in the case 
of the Accountant General for Central Revenues who 
could supply such figures to the ministries by the 


“Government of India, Ministry of Finance (Department of Expendi- 
ture), Office Memorandum No. F. 10(4)-E (Coord,)/62, dated the 1st June, 
1962. 

^®Such estimates were hitherto submitted sometimes after Oetnher. 
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second week of the second succeeding month as he 
would close the monthly accounts after receipt of the 
Civil accounts from the State Accountants General 
In the case of ministries having separate Pay and 
Accounts Offices, they are expected to work out the 
necessary arrangements for the purpose in consultation 
with their Pay and Accounts Offices. 

(3) Though normally provision is to be included in the 
budget estimates only for items which have been ade- 
quately scrutinised by the Finance Ministry, the pro- 
vision (on merits) of a small extra lumpsum in the 
budget of every ministry to meet unforeseen liabilities 
has been allowed. But it has been made clear that 
such a course would not be tantamount to the 
acceptance of the principle of provision of lumpsums 
in the budget. 

(4) This scheme of delegation of po wers also provides that 
any amounts, without specified limits, may be sanctioned 
by the administrative ministries if the projects for 
which such amounts are sanctioned, have been earlier 
scrutinised and accepted by the Ministry of Finance. 
It may be noted that under the powers delegated in 
1958, the administrative ministries were authorised to 
sanction expenditure up to Rs. 50 lakhs only. 

(5) The administrative ministries have been delegated 
powers to incur expenditure on all items irrespective 
of the fact whether these are new items or otherwise so 
long as such new items do not result in any variation 
in expenditure and if they have been provided for in 
the budget after scrutiny by the Ministry of Finance. 

(6) The administrative ministries have also been delegated 
full powers for re-appropriation between the primary 
units in which provision is made for groups of allied 
schemes specified with the previous consent of the 
Ministry of Finance. To facilitate the exercise of 
these powers, the administrative ministries have been 
exhorted to take early action for preparing the neces- 
sary groupings of the primary units consisting of 
allied schemes and have such groupings approved by the 
Ministry of Finance. 
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(7) The administrative ministries have been authorised to 
create posts carrying pay up to and inclusive of 
Rs. 2,250 p.m. in the prescribed and revised scales of 
pay and Rs. 3,000 in the pre4931 scale. The powers 
to create posts can be exercised by the administrative 
ministries for creation of posts on any scale or rate of 
pay approved by President for posts of a similar charac- 
ter under the Central Government irrespective of whether 
a post of a similar character already exists in one of 
the departments constituting the ministry or not. 
The earlier restrictions that posts should not be created 
in contravention of instructions regulating staff com- 
position and work standards have been removed. 

(8) Powers have also been delegated to the administrative 
ministries to sanction excess expenditure over the original 
estimates of sanctioned schemes up to a limit of 10 per 
cent or Rs. 1 crore, whichever is less, without reference 
to the Ministry of Finance. The administrative 
ministry concerned should, in such cases, satisfy 
itself about the special circumstances justifying the 
excess. It may be noted that under the powers delega- 
ted in 1958 the respective limits were 5 per cent and 
Rs. 1 lakh. 

(9) The heads of departments and other officers in the 
ministries should be delegated well-defined powers in 
respect of indents, purchases and contracts, within 
the limits prescribed for ministries. The administrative 
ministries have been delegated additional powers to 
sanction expenditure in the case of miscellaneous 
contracts, such as ‘handling contracts’ leases, etc., 
entered into by the ministry /department concerned 
up to the limits of their powers under the Delegation 
of Financial Powers Rules. 

(10) It has been made an integral part of the scheme of 1962 
that each ministry should set up, internally, a compe- 
tent work study unit which would assist the ministry 
in laying down norms for particular types of work and 
would also examine such proposals for staff reorgani- 
sation or creation of posts (both in the department and 
in the offices under it) a$ are referred to it. It might 
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also be necessary to have trained personnel for con- 
ducting work studies in larger offices under the adminiS” 
trative ministries. This would, however, be without 
any prejudice to the work of the units in the ministries 
for conducting work studies as they might like to 
undertake from time to time. The work study units 
in the ministries would also generally superintend and 
guide the working of the units in lower formations. 

Thus, the scheme of 1962 provides for the delegation of a 
considerably enhanced powers to the administrative ministries. 
It also intends that administrative ministries should, in their 
turn, delegate to the maximum extent, administrative and 
financial powers to heads of departments and also to other 
subordinate authorities with due regard to their respective 
levels of responsibilities. Redelegations of powers to the sub- 
ordinate authorities by the ministries should be treated as an 
integral part of the scheme whose purpose would be defeated if 
the additional powers are retained by the administrative minis- 
tries themselves. Accordingly, the administrative ministries 
have been given full powers, under the Scheme, to redelegate in 
their own discretion powers up to the limit of those vested in 
them, to heads of departments and heads of offices, etc., under 
them. 

The scheme of 1962 further provides that in important 
fmancial aspects, the Finance Ministry should exercise its control 
through an, adequate system of reporting and test checks and 
might carry out work studies of the administrative ministries or 
undertake ad hoc examination of selected aspects to the extent 
it considers necessary. It has, therefore, been provided that 
the administrative ministries should forward to the Ministry of 
Finance copies of sanctions falling under the following cate- 
• gories :■ ■ 

(1) Contingent expenditure and miscellaneous expenditure 
above the following limits : 

(а) Rs. 2,500 recurring per annum in each case; and 

(б) Rs. 10,000 non-recurring in each case. 

(2) Excess expenditure over the estimates of schemes as 
accepted by the Finance Ministry. 

(3) Re-appropriation of funds in exercise of additional 
powers delegated under this scheme. 
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(4) Introduction of a new item in a scheme even if it does 
not result in substantial variation of the scheme as 
accepted by the Ministry of Finance. 

It has been made incumbent on the administrative ministries 
that they should submit to the Ministry of Finance a half-yearly 
statement, showing the sanctioned strength as on 28th February 
and 3 1st August each year. This statement is also required 
to include information regarding increases and decreases over 
the previous return in respect of the ministry as well as offices 
under it with suitable explanations for the creation of additional 
posts or reduction in establishment 

It would seem that the comprehensive delegation Scheme of 
1962 met, to a considerable extent, the thinking in Government 
and of its various expert wings like the Planning Commission 
and the Organisation and Methods Division on the subject 
of financial control. The scheme also attempted to translate 
truthfully the statement made (referred to in earlier paragraphs) 
in August 1961 on the floor of Parliament by the Prime Minister 
on ‘Measures for Strengthening Administration.’ 

It was about this time that the Third Five Year Plan was 
published. It stated : 

“For the execution of any programme or project, the 
primary need is to fix specific responsibility on the agency 
concerned and, within it, on particular individuals. Within 
defined limits, each individual should be given full responsi- 
bility and, with it, the necessary measure of support and 
trust. If he fails in the discharge of his responsibility, he 
should be replaced. But so long as he holds the office with 
which he is entrusted, he should accept all its obligations, 
and, equally, he should be placed in a position effectively 
to discharge them. With responsibility thus specified, it 
should be open to him to seek such advice and consulta- 
tion as he may require, but these should not become the 
necessary ingredients of the executive process itself. In the 
present functioning of the administration, consultation 
with other authorities is not always confined to broader 
matters; instead, it is too frequent and too concerned with 
details and, therefore, impedes effective action. Exercise of 
financial control is one important aspect of this problem. 
Obviously, the question here is one of ensuring wide 
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delegation of financial powers to the heads of adminis- 
trative departments, with Finance Department undertaking 
their principal scrutiny prior to the framing of the annual 
budget.^^” 

The Delegation Scheme of 1962 was, therefore, put into 
operation at a time when the implementation of Plan programmes 
urgently demanded a sizable improvement in the system of 
financial control. 

The introduction of this scheme of delegations of financial 
powers was soon after followed by the Chinese aggression' 
and the declaration of emergency by the Government of India. 
The need was , therefore, felt to effect economies, and accordingly, 
the Cabinet set up an Economy Committee (1963) to make a 
summary study of the staffing position in respect of all ranks 
of the different ministries and to make recommendations for 
economy. On the basis of the review conducted by the Eco- 
nomy Committee, the Union Home Ministry issued the following 
orders that : (1) the sanctioned staff strength in the concerned 
ministries should conform to that recommended by the Economy 
Committee and should not be exceeded ; (2) no new posts 
should be created without obtaining the express approval of the 
Home and Finance Ministries ; and (3) the ban on creation of 
posts other than those required for security and plan schemes 
which had been withdrawn would be revived. 

The Delegation Scheme of 1962 had not been tried for a 
sufficiently long period when it was restricted in its operations 
by the Government, who imposed two bans on the exercise of 
powers by the administrative ministries, namely, (1) on the 30th 
September, 1964^% requiring all proposals for new construction 
or for release of funds therefor to be sanctioned in consultation 
with the Ministry of Finance, and (2) on the 19th August, 
1965^^, regarding continuation of the ban on the creation of 
fresh posts not required for Plan schemes or security purposes. 


Third Five Year Plan» Government of India, Planning Commis- 
sion, 1962, pp, 277-280, 

^®Government of India, Ministry of ‘Finance (Department of Expendi- 
ture), O. M, No. 2457- AS/64 tlie 30th September, 1964. 

^®Government of India, Minislfy^.ol Home Affairs* O. M, No. F. 7/49/ 
65-C S. 11 dated the 19th 
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These bans were subsequently withdrawn on the 15th March, 
1966^^ and the scheme of delegation of financial powers to the 
administrative ministries as introduced by the orders of June 1, 
1962 was brought into full implementation. 

The Delegation Scheme of June 1962 was reviewed in 1967 
by the administrative ministries at the request of the Finance 
Secretary and in the light of this review a modified scheme was 
evolved by the Ministry of Finance delegating larger financial 
powers to the administrative ministries. The new scheme, 
which was introduced from October 1968^^ is also based on the 
arrangements that the Ministry of Finance will exercise its control 
mainly by a proper scrutiny of the schemes, proposals, etc., 
before inclusion in the budget and through an adequate system 
of reporting and test checks. The salient features of this scheme 
are : 

(1) It has been attached utmost importance that the time- 
schedule for the formulation of budget proposals should 
be strictly adhered to in order to allow sufficient time 
for proper scrutiny by the Finance Ministry of expendi- 
ture proposals submitted by the administrative minis- 
tries and for any subsequent discussions that may 
become necessary on the basis of such scrutiny. The 
intention is that as far as possible any substantial re- 
duction in the outlays proposed by the ministries 
will not be made by the Finance Ministry without 
thorough discussions with the concerned administrative 
ministry at sufficiently high levels. Such discussions 
will be possible only if the time-schedule is scrupulously 
observed. 

(2) Administrative ministries will have full powers of re- 
appropriation within a Grant provided there is no 
diversion of funds intended for Plan schemes to non- 
Plan activities and there is no augmentation of the total 
provision made for administrative expenses (/.e., pay, 
allowances, and other charges) under a particular 
Grant. 


Government of India, Ministry of Finance (Department of Expendi- 
ture), O, M. No. F. 10(5O)-E (Cbard.)/65, dated the 15th March, 1966. 

^»Goverament of India, Ministry of Finance (Department of Expendi-' 
tore), O. M. No. F, 10 (3)-E(€o0ird.)/67, dated the 18th October, 1968. 
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The scheme envisages that competent financial advice 
should be available internally within the administrative 
■ininistries. . , 

Ministries are required to strengthen their Internal Work 
Study Units for the efiicient discharge of their functions. 
The activities of these units will be coordinated with 
those of the Staff Inspection unit of the Ministry of 
Finance, who will also periodically exercise functional 
test checks over their work. It will be the function 
of the Internal Work Study unit : (0 to study the 
organisational structure, methods of work and pro- 
cedure of the ministry/department with a view to 
suggesting measures for reform so as to improve the 
efficiency of the organisation; (ii) to study the staffing 
of the establishments under the ministry/department 
with a view to suggesting economy in staff consistent 
with administrative efficiency; (iii) to evolve standards 
of performance and norms of work relating to jobs 
peculiar to the ministry/department 
(0 In regard to posts required for public sector under- 
takings the ministries will have power to create posts 
carrying pay scales the maximum of which does not 
exceed Rs. 2,750 per mensem as against the existing 
limit of Rs. 2,250 p* m. (ii) For creation of permanent 
posts which it is intended to continue on a long-term 
basis, it is not sufficient if savings are available in a 
particular year alone, and it has to be ensured that 
long-term savings in the establishment budget are 
available for the purpose. In all cases of creation of 
posts for which specific provision has not been made 
in the approved budget, necessary savings should be 
located and specified before sanction is issued. It will 
not be correct for ministries to create posts involving 
recurring commitments for future years unless corres- 
ponding savings can be clearly located for those years 
also. (Hi) The Internal Work Study Units, which are 
an integral part of the arrangement, should be consulted 
in all cases where additional posts are to be created 
under the delegated powers due to increase in work or 
re-organisation of staff 
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(6) Ministries have been delegated full powers to sancti^^ 
grants and loans subject to the rules and principles 
being prescribed in consultation with the Finance 
Ministry. 

(7) The ministries are required to furnish to the Finance 
Ministry copies of sanctions falling under the following 
categories : (z) Contingent expenditure and miscel- 
laneous expenditure above the limit of Rs. 2,500 
recurring per annum in each and Rs. 10,000 non- 
recurring in each case, (ii) Excess expenditure over the 
estimates of a scheme as accepted by the Finance 
Ministry, (iii) Re-appropriation of funds in exercise 
of the powers delegated under the Delegation Scheme, 
(zv) Introduction of a new item in a scheme even if it 
does not result in substantial variation of the scheme as 
accepted by the Finance Ministry. 

(8) Ministries having attached and subordinate ofBces 
should in each case review, in consultation with their 
Internal Financial Adviser, the adequacy of the 
financial powers with the heads of departments/ 
offices under them and re-delegate their own powers 
to the extent necessary. It is also important that self 
contained schedules of powers of subordinate authori- 
ties are drawn up and/or brought up-to-date. 

(9) The Scheme has sought to improve the arrangements 
for reporting by the administrative ministries to the 
Ministry of Finance in respect of staff strength. Instead 
of half-yearly statements being submitted by the 
administrative ministries to the Ministry of Finance, 
the scheme has made it incumbent on the ministries 
to furnish in future quarterly staff statements to the 
Associate Financial Advisers. The proforma for the 
submission of such statements has also been revised 
and amplified. A copy of the revised proforma is 
given in Appendix I. 

The 1968 Scheme of Delegations of Financial Powers is an 
improvement over the earlier scheme of 1962 in many respects. 
It has provided for larger delegations of re-appropriation powers 
to the administrative ministries and has also enhanced their 
powers for the creation of posts required for public sector 
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undertakings. The operation of the Scheme has, however, been 
restricted recently in some respects by a ban imposed on 
November 17, 1970^^ on creation of posts on the non-Plan 
side. The Government has felt the need for such a measure 
to effect economies in administrative expenditure which has 
increased considerably as a result of the grant of interim relief 
to Central Government employees. 




“Government of India, Ministry of Finance (Department of Expen' 
diture). No. F. 14 (14)-E (Coord.)/70 dated the 17th November, 1970. 



ARC and Its 
Recommendations 


The Government of India, set up in January 1966, the 
Administrative Reforms Commission^ with the terms to examine 
the public administration of the country and make recommen- 
dations for reforms and reorganisation where necessary. This 
Commission, in turn, constituted two study teams, one on 
Financial Administration^ and the other on Machinery of the 


^The Administrative Reforms Commission was constituted by the 
Government of India through its Resolution No. 40/3/65 — ^AR (P), dated 
the 5th January, 1966. 

®The Study Team on Budgetary Reforms, System of Expenditure 
Control and Procedures governing hnancial relations between the Centre 
and the States (also known as Study Team on Financial Administration) 
was constituted through the Commission’s memorandum dated May 28, 
1966. 
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Government of India and its Procedures of Work,^ and a 
Working Group on Financial Rules/ all of wMck dwelt on the 
subject of . delegations. . ■ ■ 

The Study Team m Fim Administration 

The Study Team on Financial Administration included in 
its report a number of suggestions on various aspects of dele- 
gations. MR^eferring to the exercise of delegations by the ad- 
ministrative and executive authorities subject to the scrutiny 
of the project having been completed by the Ministry of Finance 
in all its details, the Study Team remarked that a delegation 
scheme which would not become operative till . Jhe last detail 
of a project was . worked out by the project authorities and 
approved by the Ministry ofFinance, was not satisfactory: It 
was well accepted that a project authority had to undertake a 
large number of measures and complete many steps before the 
project could be worked out in all its details. The Study Team, 
therefore, recommended that once the preliminary feasibility 
report had been prepared and accepted by Government, the 
administrative ministries should be authorised to sanction 
expenditure on essential preliminary items up to a certain limit 
of the estimated cost. \Tfte Study Team further observed that 
even in those cases where no detailed project report was involved, 
delay occurred in the process of scrutiny and examination by the 
Ministry of Finance. It, therefore, suggested ‘The setting up of 
a time limit, say, four to five months, within which the approval 
of the Finance Ministry to the project or scheme should be 
accorded, failing which there should be a provision for the 
matter being automatically brought for decision before a 
Committee presided over by the Cabinet Secretary’ll 

Referring to the delegated power available to the adminis- 
trative ministries to reappropriate funds within a group of allied 
schemes if such a grouping had been approved earlier by the 
Ministry of Finance, the Study Team pointed out a serious 

*The Study Team on Machinery of the Government of India and its 
Procedures of Work was constituted through the Commission's memo- 
randum dated May 13, 1966. 

^The Working Group on SimpMeation of Financial Rules, Regulations 
and Manuals (also named Working Group on Financial Rules) was consti- 
tuted through the Commission’s memorandum dated August 31, 1967. 
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defect ill its operation. Such a power, it stated, remained 
largely unexercised as the groups of allied schemes were not 
approved by the Ministry of Finance.® It urged the 
Finance Ministry to take a lead in the matter and insist upon 
the administrative ministries, at the time of budget formulation, 
to prepare and submit their lists of allied schemes for purposes 
of the Finance Ministry’s approval. It further recommended 
that the administrative ministries should be delegated powers 
to reappropriate unutilised funds of non-plan schemes for 
plan schemes under the same Demand for Grant, without prior 
concurrence of the Ministry of Finance. It also suggested that a 
review should be undertaken of rules governing reappropriation 
of funds so as to vest the administrative ministries with more 
such powers. 

The Study Team found the delegations to the adminis- 
trative ministries in respect of negotiating contracts and placing 
orders for materials and supplies as unduly restrictive. It 
recommended that the existing rules and procedures pertaining 
to such matters should be reviewed and revised with a view to 
enhancing the powers of the administrative ministries concerned. 

Study Team was quite critical of the exercise of dele- 
gated powers by the administrative ministries in matters per- 
taining to creation of posts and wanted a stricter control in this 
respect. The Study Team stated : 

“While generally we have suggested greater financial dele- 
gation, there is one matter in which we recognize the need 
%for greater overall control ; the creation of posts and the 
resultant increase in establishment costg/ Subject to the 
availability of funds and the location of savings, the minis- 
tries are now competent to create temporary and permanent 
posts on any approved scale of pay, etc. opinion has 
been expressed both in Parliament and elsewhere that there 
is considerable overstaffing in Government departments 
and demands have been made from time to time for reduc- 
tion in the expenditure on staff and establishment It has also 


^This position has changed under the latest Delegation Scheme of 
October 1968, which has dispensed away with the condition of having 
groupings of allied schemes approved by the Ministry of Finance and 
instMd has delegated full poweit Misappropriation within certain limits. 
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been felt tbat, under the delegated powers, the MiaisM^ 
have been prone to create posts more liberally and with 
less rigid application of the standards or norms for the 
creation of such posts with the result that there has been 
avoidable expansion of staff.”® 

\3be Study Team recognised that under the existing arrange- 
inents the administrative ministries were required to consult their 
work study units or O & M Units before creating new postsw^" 
Nevertheless, many of such units had not built up the expertise 
so very necessary for the effective discharge of the functions 
entrusted to them. The Study Team was, therefore, in favour 
of assigning such a function to an outside specialised agency 
or staff inspection unit composed of officers well-trained in 
methods of work study, work measiirement, etc. Such a unit, 
the Study Team recommended, should be located in the Ministry 
of Home Affairs or in the Cabinet Secretariat. 

\^The Study Team expressed awareness of the fact that the 
limitations on the powers of administrative ministries to create 
posts might lead to difficulties in situations such as an unanticb 
pated and sudden increase in work or emergency where creation 
of temporary posts without delay might become necessary. It, 
therefore, recommended that in such circumstances the adminis- 
trative ministries should be empowered to create temporary posts 
for periods not exceeding three months in each case in class II, 
HI and IV if funds to meet the cost of these posts could be found 
by them by valid re-appropriation within their budget provisioh^ 
Except for such cases of creation of purely temporary posts, 
the Study Team recommended that the administrative ministries 
should be precluded from augmenting the provisions under 
the Tay of Officers’ and Tay of Establishment’ by recourse to 
re-appropriation. 

The Study Team on Machinery of the Government 
of India and its Procedures of Work 

This Study Team made a mention of the general tendency 
amongst controlling authorities to act as a centralising force. 
With efflux of time they have assumed more powers than what 

«r/. Administrative Reforms -Commission’s Study Team Report on 
Fmancial Administration, Government of India, May 1967, p. 53. 
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IS necessary for the discharge of their normal functions. This 
applied equally to the Ministry of Finance which is a nodal 
agency in regard to budgetary and financial powers. The Study 
Team, therefore, recommended that such a centre of power 
should carry out a periodical and systematic review to see whether 
the powers it was holding were not excessive. It should take 
action to delegate those powers which it considered could be 
exercised better by other authorities or agencies. There were 
a number of criteria to guide such decisions. The volume of 
work to be handled by an agency could be a guiding principle 
to decide the extent of delegations it should have. '‘Failure 
to give full recognition to the link between work load and 
delegations is one of the major causes for the expansion of the 
governmental machinery beyond reasonable limits and its general 
slowness in getting work done.” 

The Study Team further stated that the delegations should 
be linked to the nature of work performed. To some extent 
this principle was recognised in the Government of India inasmuch 
as there were special financial delegations made to the engineering 
departments, union territories, scientific laboratories, etc. 
There was, however, not enough of such a kind of functional 
variegation in the delegation patterns evolved by the Govern- 
ment of India. All administrative ministries whether a heavy 
programme ministry like Commerce or a wholly non-programme 
ministry like Law, were delegated more or less the same financial 
powers. Below this level, there were two categories of delegatees, 
namely, heads of departments and heads of ofl&ces. Each of 
these categories had a delegation pattern evolved for it which 
applied uniformly to such a category of delegatees. This lead 
to a head of department of a major organisation like the 
Director General of Health Service having the same powers as 
a Commissioner of Income Tax. Similarly, under such a dis- 
pensation, a head of ofiice incharge of a large hospital enjoyed 
powers similar to those of a “small-town” Income Tax OSicer 
incharge of only six or seven members of the staff. Though it 
was not possible to tailor delegation patterns to all organisations 
individually, it should be possible to evolve more than one 
delegation pattern for each level of delegatees to link delegations 
to the nature of work handled in various organisations. The 
Study Team recommended that “delegations should be the 
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maximiim possible rather than the minimum necessary.” 

The Study Te also recommended delegation of powers 
to the administrative ministries in matters of budget making. It 
thought that the Ministry of Finance handled most of the work 
relating to budget formulation in a rushed fashion and during 
a peak season of a month or sd^rom middle of November 
to the middle of December). The estimates scrutinised by it 
fell into three categories, m.y those relating to establishment 
budgets, estimates in respect of continuing schemes and those 
for new schemes. Most of the work relating to scrutiny of 
estimates especially in connection with establishment budgets 
and also in certain respects of continuing schemes and new 
schemes’^ was disposed of by the Associate Financial Advisers.^ 
The A.F.A.’s, of course, observed, in the discharge of their 
functions, the guidelines and instructions provided to them by 
the Expenditure Secretary. The Study Team felt that the area 
of operation of the A.F.A.’s was the right field in which powers 
for making and approving budget estimates could be delegated 
to the administrative ministries by the Ministry of Finance 
while withholding a few exceptional items. The administra- 
tive ministries could exercise such powers within the framework 
of set guidelines and directives and with the assistance of their 
Financial Advisers. The Ministry of Finance could exercise 
overall control by carrying out, from time to time, test checks of 
the quality of budget scrutiny conducted in the administrative 
ministries. Such a course would leave with the Ministry 
of Finance those tasks which are the most important and 
manageable. 

Tlie Study Team, therefore, recommended that selected 
responsibilities in respect of the scrutiny and acceptance of budget 
proposals should be assigned to the administrative ministries 
in three areas, namely, establishment budgets, estimates for 
continuing schemes and those for new schemes. The exercise of 
these responsibilities by the administrative ministries should be 


^The Associate Financial Advisers approved and accepted estimates 
for continuing and new schemes which cost less than Rs. 5 lakhs recurring 
or Rs. 25 lakhs non-recurring. Schemes costing more required approval 
of the Expenditure Finance Committee. 

«The Budget is compiled by the Budget Division of the Department 
of Economic Affairs in the Ministry.- of Finance. 
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conditioiial to their appointing Chief Finance Officers to assist 
and advise them in budgetary and financial matters/' 

v^Iabor recommendations further the Study Team 

suggested that the administrative ministries should be delegated 
full powers for carrying out scrutiny and accepting budget 
estimates in regard to establishment subject to two conditions. 
One of them was that the administrative ministries should 
exercise such powers subject to observance by them of guidelines 
prescribed by the Ministry of Finance. The other condition 
was that the establishment estimates of a ministry taken as a 
whole should not exceed the previous year’s budget grant, 
including any supplementary grant ^ sanctioned during the year, 
by more than five per cent. 

The Study Team further recommended that the 
administrative ministries should be delegated powers for the 
scrutiny and acceptance of budget estimates pertaining to conti- 
nuing schemes. The operation of these powers should also be 
subject to certain conditions. These conditions could be that any 
increase in the cost of a particular scheme was not more than 
10 per cent of the previous year’s budget grant including supple- 
mentary grant if any or Rs. 5 lakhs whichever was more. Also, 
it could be made incumbent on the administrative ministry to 
furnish a certificate to the effect that it had satisfied itself, 
preferably on the basis of an evaluation report that it was 
necessary to continue the scheme. 

In regard to budget estimates pertaining to new schemes, 
the Study Team stated that responsibility should be delegated 
to the administrative ministries as follows : 

"Xd) scrutiny and acceptance of budget estimates of plan 
schemes or items which do not have to be approved 
by the Expenditure Finance Committee and in respect 
of which there has been scrutiny and specific plan alloca- 
tion; , ■ 

(b) scrutiny and acceptance of budget estimates of non- 
plan schemes or itenls which are considered essential 
and can be financed from permanent recurring savings 
located by the administrative ministries in their budgets 
relating to establishment and continuing schemes; 
these are unlikely to be large enough to require the 
approval of the Expenditure Finance Committee; 
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(c) scrutiny of budget estimates of other non-plan schemes 
which do not have to be approved by the Expenditure 
^ ^ ^ their case being 

left to the Ministry of Finance to be judged in the light 
■ of overall: priorities; and 
{d) scrutiny of budget estimates of plan or non-plan schemes 
other than those mentioned above which have earlier 
been cleared by the Expenditure Finance Committee 
and for which the outlay proposed is within the 
approved phasing of the scheme for the year in question 
acceptance being left to the 'Ministry of Finance to be 
judged in the. light' of overall prioritiesf’^x/ 

According to t,he .Study' Team, the Ministry of Finance 
should continue to be vested with' the authority to impose 
ministry-wise economy- cuts, on' the budgets finally accepted by 
the administrative ministries in the exercise of their delegated 
powers. ' .Also, the administrative ministries which would be 
delegated powers for. accepting budget estimates relating to 
establishment, continuing schemes- and new schemes, should be 
precluded from accepting lump sum provisions in their budgets. 

Study Team recommended further liberalisation and 
enhancement of delegated powers in various other areas, i.e,, 
powers to create posts, powers to reappropriate funds/ powers 
to purchase stores and enter into contracts, powers to spend on 
contingencies and powers to write off* losses. The increased 
delegations should be patterned -to suit the various levels of 
authorities and the different types of organisations such as 
administrative ministries, line organisations subordinate to 
them and specialist organisations. Also, delegations should 
be linked to the nature of work performed by a particular 
organisation. To meet such a requirement, a reasonable number 
of delegation patterns might be evolved, each to suit the needs 
of a particular category of organisations, vff'he Study Team felt 
that the administrative ministries should treat a delegation 
pattern evolved for each category of organisations as a norm 
only and might freely permit deviations from it depending on the 


Administrative Reforms Commission’s Study Team Report on 
Machinery of the Government of India and Its Frocedures of IVork, Fart II 
(Vol 1), Government of India, 1968. p* 144, 
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special nee^ of a particular organisation within the broad 
.category..^: ,■ 

The Study Team was not convinced about the rationale 
behind the use of powers for sanctioning expenditure on 
schemes.^® It did not think that “expenditure sanctions” served 
any useful purpose in the matter of expenditure control Such 
sanctions, in fact, constituted an additional and a delaying step 
in the already existing complex procedures and tended to 
introduce casualness and superficiality in the initial framing 
of schemes by providing a second stage of scrutiny. The right 
course to adopt, according to the Study Team, was to eliminate 
such sanctions rather than delegating more powers to the 
administrative authorities for issuing them. The Study Team, 
therefore, recommended : 

“after authorisation by Parliament, there should be specific 
allotment of budget grants scheme-wise and each such allot- 
ment should be accompanied by broad details of the budget 
estimates of the scheme as accepted, which would contain 
particulars of expenditure as are now given in the expendi- 
ture sanction; since the two documents will serve the same 
purpose as the expenditure sanction, the act of appropriation 
or reappropriation of funds should itself operate as 
sufficient sanction to incur expenditure on schemes. 

The Working Group on Financial Rules 

The Administrative Reforms Commission appointed a 
Working Group^^ to review and examine the existing financial 
rules, regulations and manuals and to make suggestions for 
their simplification and improvement. This rationalisation 
of the rules and procedures was sought with a view to 

^®The Administrative ministries have been delegated, since the intro- 
duction of the Delegation Scheme of 1962, full powers to sanction expendi- 
ture on schemes, provided funds are available and the scheme as a whole 
has been scrutinised and accepted by the Ministry of Finance. Similarly, 
subordinate organisations, both line and specialist, have also been 
delegated powers to sanction expenditure on schemes within prescribed 
limits. 

^^Report of the Study Team on Machinery of the Government of India 
md its Procedures of Work, Fart II (¥ol D, op. c/r., p. 158. 

^®The Working Group on Simplification of Financial Rules, Regula- 
tions and Manuals (also named Working Group on Financial Rules). 
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(i) enhancing the comprehensibility of the rules generally, 

(ii) minimising the difficulties of interpretation; (ifi) reducing 
the paper work in government departments and organisation, 
(iv) minimising audit objections; and (r) facilitating their smooth 
application and operation. 

The Working Group deliberated upon those aspects of the 
financial rules which had important bearing on the efficient and 
smooth working of the administrative machinery such as delega- 
tion of powers and other relevant rules. While recognising the 
operation of the financial rules as all pervasive and affecting 
the entire gamut of administration, the Working Group consider- 
ed it more appropriate to focus attention on the aspect 
of delegation of powers and decentralisation of fuirctions. It, 
however, thought that a consideration of the financial delegations 
could not be divorced entirely from a study and examination 
of the connected procedural and departmental matters having 
direct bearing on such delegations. Accordingly, the Group 
has made a number of recommendations regarding delegations 
in the Central Public Works Department, in the Directorate 
General of Supplies and Disposals, and in the Printing & Sta- 
tionery Department 

The Working Group has examined in considerable detail 
the rules and procedures relating to the Central Public Works 
Department and has made a number of suggestions to remedy 
the existing defects and to remove the administrative delays 
and uncertainties associated with the execution of civil works. 
Some of its recommendations are as follows: 

‘T. It has been noticed that while financial powers are 
delegated in a liberal measure by the rules to subordinate 
authorities, conditions are subsequently prescribed and 
restrictions imposed with regard to the exercise of 
these delegations. This is an unhealthy practice. The 
delegations once made by rules should not be whittled 
down or rendered infructuous by the subsequent instruc- 
tions; 

2. It is not a sound practice to delegate powers through 
statutory rules and place restrictions on their exercise 
by the subsequent issue of executive orders. The 
necessity of issuing any, general or special orders of the 
President in relation, to the delegation, under the rules 



72 


FINANCIAL CONTROL AND DELEGATION 


should be ihinimised if not eliminated altogether. 
The effort should be to amend the list of delegations 
for the purpose of specifying or incorporating the 
conditions or restrictions and not whittle them down 
by the issue of ad hoc executive fiats from time to 
time without making the latter a part of the regular 
rules; 

3. Where the power is delegated to a specific level of the 
administrative hierarchy or authority it should be 
insisted upon that the power is in fact exercised 
by that authority and all administrative steps be 
taken to ensure the implementation of this important 
public^ policy; 

4. In respect of purchase of stores, the Chief Engineers 
should be given full powers to issue proprietary articles 
certificates wherever considered necessary ; 

5. In cases of extreme urgency which cannot brook delay, 
the Chief Engineers should be delegated full powers 
to make direct purchase of materials and stores from 
whatever sources they consider advisable so long 
as the rates are either at par with or within the rates 
prescribed by the D.G.S.&D. for the same articles 
or articles of similar specifications for which there is 
in existence a rate running contract of the D.G.S.&D.; 

6. The powers delegated to the Executive Engineers for 
the acceptance of a single tender should be raised to 
Rs. 10,000 for sanction under their own power. The 
ceiling of Rs. one lakh up to which they are empowered 
to accept single tender with the prior approval of the 
next higher authority is quite adequate and need not 
be changed; 

7. The powers of the Chief Engineers also for the 
acceptance of single tenders without the prior approval 
of the Central Works Advisory Board should be 
enhanced from the present limit of Rs. 15 lakhs to 
Rs. 25 lakhs; 

8. The powers of the Engineering Officers at various 
levels for the award of works without call of tenders 
and by negotiations ab initio after infructuous call 
of tenders or with a firm which has not quoted, 
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should be enhanced as follows : 

Executive Engineer ... Rs. 25,000. 
Superintending Engineer ... Rs. 1,00,000 for all works 

and Rs. 2.5 lakhs for run- 
way works. 

Chief Engineer ... Rs. 5 lakhs for ail works 

and Rs. 10 lakhs for 
runway works. 

9. Disparity in the powers enjoyed by the engineering 
Officers of the same level but working in different 
divisions should be removed and the officers of the 
same status should be allowed to exercise equal powers 
irrespective of the divisions to which they are attached. 
If there are strong reasons for having enhanced limits 
for maintenance works and lower limits for construction 
works, this delegation of powers should be with 
reference to the nature of works, viz., maintenance 
works and construction works irrespective of the 
divisions in which such works are executed; 

10. As the existence of the Central Works Advisory Board 
ensured that in cases of works of a large value and of 
negotiated contracts an independent examination 
was carried out jointly by the Head of the Department 
and the Ministries of Works, Housing and Supply, and 
of Finance which are represented on the Board, the 
Board should be retained. However, in view of the 
high increase in the cost of construction, the powers 
enjoyed by the Engineer-in-chief/Chief Engineers for 
the acceptance of the lowest tenders without reference 
to the Board, should be raised to Rs. 40 lakhs from 
the existing limit of Rs. 25 lakhs. The existing monetary 
powers enjoyed by the Engineer-in-chief/Chief Engineers 
in respect of the award of work by negotiation with 
the lowest tenderer or the award of work by negotiation 
with a tenderer other than the lowest or the acceptance 
of the tender other than the lowest are considered 
to be adequate; 

11. The administrative authorities should be empowered 
so as to be in a position to sanction minor works as 
now defined in the ■ -Central - Public Works Account 
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Code; 

12. The powers should be delegated to the administrative 
ministries (including Ministry of Works, Housing 
and Supply) to issue ‘expenditure sanction’ in respect 
of major works costing up to Rs. 5 lakhs without 
reference to Finance. The present scheme of ‘expendi- 
ture sanction’ should be modified to this extent; 

13. An internal audit wing should be set up as an experi- 
mental measure under the administrative control of 
the Engineer-in-Chief.” 

Thv.' Working Group thought that in the case of the 
Directorate General of Supplies & Disposals it was very dMcult 
to have any finality in the matter of delegation of powers because 
of the various factors such as increase in the workload, rising 
price index and periodic shifts and adjustments in the organisa- 
tional structure. The Group examined the position in regard 
to the delegation of powers to the officers in the Directorate 
General of Supplies and Disposals keeping in view the latest 
enhancement of such powers by the Government Order of 
1967.^^ It considered that the streamlining and rationalisation 
of the existing delegations was necessary in the case of 
some delegations and accordingly made the following 
recommendations for the purpose : 

“(1) The powers of the Director General to make purchase 
of proprietary stores on single tender basis under 
his own authority should be raised to Rs. 8 lakhs; 

(2) The powers of the Deputy Director General and the 
Director General in respect of the placing of contracts 
with unregistered firms should be revised to Rs. 6 lakhs 
and Rs. 10 lakhs respectively. In cases exceeding 
Rs. 10 lakhs the Director-General should exercise 
his powers in consultation with Finance; 

(3) In respect of price preference to indigenous products 
over imported stores where it exceeds 25 per cent, the 
Director General should decide cases under his own 


^^Government of India, Ministry of Works, Housing and Supply 
letter No. 6 (4)/66-F-I dated the 2nd November 1967 on the subject 
of delegation of powers to the Officers In the Directorate General of 
Supplies and Disposals (including regional offices) for making purchases, 
etc. 
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powers up to Rs. 5 lakhs; in cases exceeding this limit, 
he should consult Finance; 

(4) In cases of extension of delivery period without 
reservation of Government’s right to levy liquidated 
damages and disallow increase in sales-tax, custom 
duty, etc,, we feel that greater care and caution should 
be taken and more intense scrutiny applied in the 
exercise of these powers. The purchase officers should, 
in all such cases, invariably take steps to consult 
Finance; and 

(5) The limits of the actual losses up to which the Director 
General and the Deputy Director General should be 
authorised to waive liquidated damages for delays in 
supplies should be raised to Rs. 2,500 and Rs. 500 
respectively. 

The Group considered that the powers delegated to the 
officers at different levels in the Department of the Chief 
Conti oiler of Stationery and Printing were not adequate. The 
Schedule of rates for various items on which most of the existing 
delegations were based was prepared originally in 1941 and 
was reviewed and revised upwards by 50 per cent in 1957. The 
delegations made to the officers of the Printing & Stationery 
Department were, therefore, out of date in most of the 
cases and needed to be substantially revised. The Working 
Group recommended that the powers delegated to the Chief 
Controller of Printing and Stationery and other officers under 
him should be suitably enhanced. Some of its important recom- 
mendations in this respect are mentioned below: 

‘'(1) A thorough revision of the schedule of rates in the light 
of the prevalent price levels of the various articles should 
be undertaken at a very early date; 

(2) The Chief ControEer of Printing & Stationery may be 
empowered to make purchases of items of plant and 
machinery essentially of an auxiliary character up to 
Rs. 50,000 per item at a time; 

(3) The General Managers and Managers of Government 
presses should be delegated the powers to make 
purchases of small items of machinery and allied 
equipment up to Rs. 2,000 at a time.” 

In addition, the Working Group made recommendations 
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for the further liberalisation of delegated powers in various 
other fields. It suggested that a provision should be made 
enabling the Departments of the Central Government to sanction 
expenditure in respect of items provided in the budget after 
scrutiny by the Ministry of Finance even though such expendi- 
ture involves the introduction of a new principle or practice. 
The Working Group recognised that the existing rule which 
prohibits the insurance of Government property caused difficulties 
in the case of departmentally-run undertakings operating 
on commercial lines. It has suggested incorporating a 
provision in the rules to empower the heads of such undertakings 
to insure their raw materials, stores, equipment and machinery, 
etc. The Group also suggested that to facilitate the speedy 
and timely implementation of projects, the Departments should 
be empowered, in the case of the projects where prehminary 
feasibility reports have been approved, to incur expenditure up to 
a limit of 5 per cent of the estimated cost of a project 
or Rs. 25 lakhs whichever is less, pending the acceptance of the 
detailed project reports. 

The Report of the Administrative Reforms Commission 

The Administrative Reforms Commission considered the 
suggestions made by their study teams and the Working Group 
on Financial Rules in regard to the question of delegations. 
.They dealt with this subject in its various aspects in an indepen- 
dent report on “Delegation of Financial and Administrative 
Powers”^^ submitted to the Government in June 1969. Some of 
their important recommendations for reforms in this area are 
given below : 

“(l)xj[n making delegations the approach should be that 
powers to be delegated should be the “maximum 
possible” in the circumstances rather than the 
“minimum necessary”. The delegations should be 
reviewed at periodical intervals in the light of the 
requirements of the changed circumstances in which 
powers are exercise(^ The Department of Administrative 

‘‘Administrative Reforms Commission’s Report on Delegation of 
Financial and Administrative Powers, Government of India, New Delhi, 
June 1969. 
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Reforms should assist the nodal and other 
ministries concerned in making such a review and 
formulating proposals for changes necessary in the 
delegations, for the consideration and decision by 
government; 

(2) JFhe delegating authority should be responsible for 

ensuring that powers are properly exercised by its 
subordinate agencies. For this purpose, it should 
organise on-the-spot inspections and scrutiny of 
periodical returns containing details regarding decisions 
taken by delegatee-authorities. In judging the manner 
in which delegated powers are exercised, a broad view 
should be takeji. Petty mistakes or minor errors of 
judgment should not be made much of and one 
who has shown initiative and boldness in taking deci- 
sions should be encouraged notwithstanding minor 
errors ; 

(3) While the responsibility of the Finance Ministry for 
^ budget-making and for pre-budget scrutiny should 

remain unimpaired, ways and means should be devised 
by mutual cooperation between the administrative 
ministries and the Finance Ministry to avoid as far 
as possible duplication of work in the matter of budget 
scrutiny; 

(4) Subject to necessary safeguards, the ministries should 
delegate adequate financial powers to the line and 
specialist organisations. The delegations should 
generally be related to the nature of work handled in 
such organisations. This should be achieved mainly 
by suitable adjustments in the delegation of powers of 
the existing categories of authorities. An increase 
in the number of patterns themselves should be 
considered only if unavoidably necessary. Care should, 
however, be taken to ensure that there is no needless 
proliferation of patterns; 

(5) The feasibility of having an Internal Finance Officer 
in selected line and specialist organisations should 
be examined and such an officer should be appointed 
wherever the nature or ; the volume of work clearly 
warrants such an ■ appointment.” 
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Having mentioned the recent thinking on the subject of 
delegations and the views of the various expert bodies thereon, 
we should now be in a position to undertake an analysis 
of the schemes for delegation of financial powers introduced 
by the Government of India. 


6 

Delegation Schemes in 
Operation 


The system of centralised financial control by the Depart- 
ment of Finance worked rather smoothly during the days of 
British Indian Administration. This was primarily due to the 
fact that the magnitude of governmental resources and expendi- 
tures was of a limited order intended to serve only a few 
objectives. With the emergence of new tasks after Independence 
and the launching of Five Year Plans, the old system of 
centralised control was no longer in harmony with the needs 
of development administration. The implementation of 
the various programmes of economic and social development 
placed larger responsibilities on the administrative authorities 
and executing agencies. The achievement of their programmatic 
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goals with efficiency and economy necessitated adequate 
delegation of financial powers to the operating agencies as part 
of the facilities for an efficient and effective performance 
of their functions. The various delegation schemes introduced 
by the Government of India, from time to time, are attempts 
in this direction. 

, The assumption of newer and larger responsibilities by the 
administrative and executive authorities requires periodical 
review of the delegation patterns and necessary action to match 
adequately the powers delegated with the responsibilities to be 
disctoged by the functionaries at various levels. A balance 
has to be maintained between the interests of financial control 
and the needs of the times expressed in terms of demands 
for delegation of financial powers to the executing agencies 
to enable them to discharge their functions efficiently and 
economically. This throws up a stupendous task for the Finance 
Ministry of achieving a right balance between the quantum of 
control it should retain in its own hands for the proper discharge 
of its responsibilities and delegation of adequate financial powers 
by it to the administrative authorities to avoid slowing down 
the tempo of public business. As Paul H. Appleby has 
remarked : 

“The first concern of financial administration is frugality. 
The enthusiasms of those charged with special functions 
have a high value; to damp them unduly is wasteful; not 
to discipline them is to open wide the door to extra- 
vagance and imbalance. True economy, consequently, 
results from the interaction of the drives of enthusiasm 
with the restraining disciplines of review. But it is difficult 
to draw a hard and fast line in practice specifying that a 
trek across the border would hamper the enthusiasm and 
that a failure to reach the deadline would result in extra- 
vagance and imbalance. It is only through a system of 
trial and error and through a process of adjustment and 
readjustment that a compromise and a balance can be 
struck”.^ 

With this background, we may now examine whether the 

‘Paul H. Appleby, Public AdmMstration in India, Report of a Survey, 

op, citn 30 
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jSnancial powers delegated by the Ministry of Finance to the 
administrative ministries and therefrom to the attached and 
subordinate offices are adequate enough to meet their respective 
needs. It would also be relevant to observe whether the powers 
delegated are being utilised by the various levels of authorities. 
Ill case these powers are not being exercised by the delegatees, 
it would be of interest to investigate the reasons for such a situa- 
tion. For the purpose of our study, we have taken up some 
specific issues which are important in a consideration of 
the problem of delegation of financial powers. We may deal 
first with the case of powers regarding expenditure sanctions. 

Expenditure Sanctions 

The Ministry of Finance exercises control over public 
expenditure in three stages : (1) approval of programmes or 
policies in principle; (2) acceptance of provision in the budget 
estimates; and (3) prior sanction to incurring of expenditure 
subject to such powers as have been delegated to the administra- 
tive ministries. The Ministry of Finance is responsible 
for making a reasonably fair distribution of the total sum 
determined by its ways and means position amongst the various 
programmes and activities of the Government within the 
framework of the plan. Hence, its control at the stage of 
approving a programme and subsequently at the stage of making 
the budget provision for it is important. But the restrictive 
condition whereby the inclusion of a provision in the budget 
does not by itself confer authority for incurring expenditure 
would not suit an expanding government with progressive 
involvement in developmental activities. 

siptie Government of India have recognised this need for 
rationalising the procedures for expenditure sanctions and 
have delegated enhanced powers to the administrative ministries 
in their various delegation schemess/ The main objective of 
these delegation schemes has been to improve the procedures 
for pre-budget scrutiny and delegate powers of post-budget 
expenditure sanctions to the administrative departments within 
broad limits, -vMider the Delegation Scheme of August 
1958, the administrative ministries were authorized, subject to 
certain conditions, to issue exf^nditure sanctions on any scheme 
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the total expenditure of which did not exceed Rs. 50 lakhs. These 
powers were enhanced under the Delegation Scheme of June 
1962, which provided that any amounts, without specified limits, 
could be sanctioned by the administrative ministries if the 
projects for which such amounts were sanctioned, had been 
earlier scrutinized and accepted by the Ministry of Finance.- 
,#he present position in this regard, therefore, is that 
Administrative ministries have full powers to sanction expenditure 
on schemes or projected provided funds are available and the 
scheme or the project, as a whole, has been scrutinized and 
accepted by the Ministry of Finance.*^ 

On the face of it, these powers of expenditure sanction 
vested in the administrative ministries are large enough to 
provide them with the necessary operational facility, x tint the 
actual position seems to be somewhat different. It has been 
observed that in a good many cases it is not found feasible to 
complete the examination and scrutiny of schemes at the pre- 
budget stage. The Ministry of Finance maintains that the 
administrative ministries do not send their schemes in time 
with all the necessary detailsv^/ Lumpsum provisions in the 
budget have, therefore, been found necessary. \C5onsequently, 
the powers of expenditure sanction delegated to the spending 
departments cannot be exercised by them.® On the other hand. 


^There has been no change in this position under the Delegation 
Scheme of October 1968. 

«A study referred to in the report of the Study Team on Machinery of 
the Government of India and its Procedures of Work gives the following 
analysis of the pre-budget scrutiny carried out by the Ministry of Finance 
on 60 proposals for new schemes relating to the budget estimates for 1967- 
68, submitted by three ministries, namely, Home Affairs, Health and Family 
Planning , and Commerce : 



Accepted (with 
or without 
modifications) 

Accepted subject 
to post-biidget 
scrutiny 

Rejected 

Up to Rs. 1 lakh 
Between Rs. 1 lakh 

21 

11 

4 

and Rs. 5 lakhs 

3 

1 

1 

Over Rs. 5 lakhs 

10 

3 

— 


40 

15 

5 


It would thus be observed that more than 25 per cent of the new 
schemes accepted for incorporation in the budget estimates were accepted 
subject to post-budget scrutiny. See Administrative Reforms Commission, 
Repon 0f Urn Study Team an MmMmry af the Government of India and Its 
Procedures of Work, Fart 11 (Vol. I), New Delhi, February 1968, p. 141. 
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the admiEistrative m complain that the Ministry of 

Finance keeps asking too many and sometimes unnecessary 
details rather than examining the proposals in their 

aspectSHy^'.': , - 

Pre-budget scrutiny of expenditure proposals by the Ministry 
of Finance is a well accepted principle and is necessary to be 
treated with all seriousness to serve best the interests of effective 
iinanciai control. Such a scrutiny is also an important pre- 
requisite for a meaningful operation of any scheme of delegation 
of financial powers. It should, therefore, be the prime concern 
of both the administrative ministries and the Ministry of Finance 
to make efforts to see that such a scrutiny is completed before 
the expenditure proposals are incorporated in the budget. 
Whereas the administrative ministries would need gearing up 
of their organisations to be able to submit their expenditure 
proposals in time and complete in all significant aspects to enable 
the Ministry of Finance to carry out the necessary pre-budget 
scrutiny, the Ministry of Finance would also need to restrict 
such a scrutiny to the important details of the proposals asking 
for such relevant information in regard thereto as the administra- 
tive ministries could be reasonably expected to procure and supply 
within the stipulated period. 

The proposals submitted by the administrative ministries 
should receive due consideration at the pre-budget scrutiny 
stage. The Ministry of Finance should give clear and concrete 
reasons in case it has to turn down any of such proposals 
and should refrain from using such vague remarks as ''we are 
not convinced’’ or "time is not ripe” or "farther justification 
should be given”. \Thc cuts imposed by the Ministry of Finance 
on the estimates framed by the administrative ministry should 
not be ad hoc and arbitrary and be based on convincing 
arguments. It may be of interest to narrate here a case of an 
arbitrary cut applied by the Ministry of Finance to the estimates 
submitted by an administrative ministry which we came across 
during the course of our study. The cost of a scooter 
(alongwith the allied expenditure on its body-building) is of 
the order of Rs, 8,500 and since this is more or less a fixed price 
at which the dealer would sell a scooter (despatch rider in official 
parlance), there should be no question of reducing this estimate. 
When the budget provision for this item of purchase was asked 
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for by an administrative ministry, the Ministry of Finance 
accepted their need for having a despatch rider but reduced the 
estimates for it to Rs. 5,000. It is not the intention to generalise 
on this basis the nature of scrutiny of budget proposals conducted 
in the Ministry of Finance. Nevertheless, such arbitrary cuts 
should be avoided by the Ministry of Finance while examin- 
ing the expenditure proposals coming from the administrative 
ministries. 

It is well-recognized that administrative authority 
responsible for executing a major scheme has to take a number 
of steps before such a scheme is worked out to the last detail. 
Under conditions of uncertainty such estimates are subject 
to some variations. In fact, providing for such contingencies 
is an important aspect of delegation plans. This being so, 
excessive concern for details by the Ministry of Finance would 
disqualify even the most carefully worked out schemes at the 
stage of pre-budget scrutiny thereby negating the very spirit 
of delegations. Also, the examination by the Ministry of 
Finance if extended to technical details of budget proposals, 
for which the Finance Ministry may not be properly 
equipped, would result in raising of objections of an 
elementary and uninformed character. This would generally 
involve interminable discussions between the Ministry of Finance 
and the administrative ministries after which most of such objec- 
tions might evaporate. This, apart from being a source 
of irritation to the administrative authorities, is a highly time- 
consuming process. Quite often the cost of delay in sanctioning 
a proposal more than olfsets any saving which might accrue from 
reducing a few thousands from the allotment of the sanction 
of the proposal. If we were to measure the consequences 
of delay in according financial sanctions to proposals, 
especially those pertaining to developmental schemes, it would 
come to a colossal loss. The Study Team on Financial 
Administration, while referring to the delay occurring in the 
scrutiny and examination of projects, has made the following 
recommendation : 

‘‘Delay occurs in the process of scrutiny and examination 
by Finance. A time limit of say, four to five months should 
be laid down within which the approval of the Finance 
Ministry to a project or a scheme should be accorded. 
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failing which there should be provision for the matter being 
automatically brought for decision before a Committee 
presided over by the Cabinet Secretary.”*^ 

The latest Delegation Scheme of October 1968 states that 
'The preparation of budget proposals in sufficient detail and their 
proper pre-budget scrutiny by the Finance Ministry is an essential 
feature of the Scheme.” It is, however, left vague as to 
what precisely is meant by "sufficient details” supporting an 
expenditure proposal for a "proper pre-budget scrutiny” by 
the Ministry of Finance. The realization of the intentions and 
purposes of the Delegation Scheme would, therefore, very 
much depend on the attitudes of the two sides and the good 
faith in which the Delegation Scheme is operated. 

If the administrative ministries work out the schemes and 
projects in all significant details having important financial 
bearing and the Ministry of Finance carries out pre-budget 
scrutiny in a constructive, purposeful and imaginative manner, 
asking for only essential details in broad terms, there is no 
reason why the Delegation Scheme, insofar as the powers of 
expenditure sanction are concerned, should not work well. 
It would help matters if a sort of check list is drawn up by the 
Ministry of Finance in consultation with the administrative 
ministries of the broad details which it would consider essential 
for its examination of the proposals before they are incorporated 
in the budget. These broad details may relate only to the 
essential features of the scheme giving reasonably accurate esti- 
mates of cost to enable the Finance Ministry to determine its 
feasibility and suitability for sanction. The remaining details 
may be left to be worked out by the administrative ministries 
from time to time with the help of their internal finance. Also, 
if the Ministry of Finance thought that certain specific conditions 
needed to be fulfilled in connection with the expenditure 
proposal, it could so indicate to the administrative ministries 
who should satisfy themselves about these points before 
sanctioning the expenditure without a further reference to the 
Ministry of Finance on the matter. 

Under the Delegation Scheme of October 1968, the powers 
of expenditure sanction will not be available to the 

^c/. Report of the Study Team on Financial Administration, op. cit., 
52 . 
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administrative ministries in cases of plan or non-plan schemes 
for wliicli lump-sum provisions are made in the budget until 
full details and justification of the schemes have been furnished 
to the Ministry of Finance and accepted by them. The A. R. C. 
Study Team on Financial Administration has made the 
following observation on this problem : 

‘it is a well accepted principle of budgeting that no provi- 
sion should be made for a scheme unless adequate details 
together with a breakdown of cost have been furnished to 
the Treasury and accepted by it. In other words, lump-siim 
provisions, provisions of which the details have not 
been worked out and, therefore, are not available, should 
not ordinarily be included in the budget.”*^ 

Though the principle of not resorting to lump-sum provisions 
in the budget estimates is unexceptionable, such a recourse may 
be unavoidable if the administrative ministries submit their 
expenditure proposals quite late in the year leaving insufficient 
time with the Ministry of Finance for the necessary scrutiny 
and examination of such proposals. The Estimates Committee 
of the First Lok Sabha in its Ninth Report has commented as 
follows : 

“The Budget Division of the Ministry of Finance receives 
the various proposals from the Ministries in one lump-sum 
during one or two months towards the close of the financial 
year. Consequently, the Budget Division does not have 
sufficient time to examine the proposals in greater detail 
and to scrutinise each and every item carefully. The practice 
has, therefore, been that the Budget Division applies broad 
checks and determines certain gross amounts for the various 
schemes without committing itself or the Ministry of Finance 
to this spending during the next financial year. The system 
is whatever has been included in the estimates is merely 
with a view to getting the vote of the House thereon and 
does not entitle the administrative ministry to incur ex- 
penditure unless a detailed expenditure sanction has been 
issued by the Ministry of 'Finance.”® 

Report of the Study Teaman Financial Administration^ op, cit,, p. 38. 

®Estimat€s Committee (First Lok 'Sabha), Ninth Report on Adminis- 
trative^ Financia! md Other Reforms, aa, cit. 
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The making of lump-sum provisions in the budget may also 
become imavoidable in certain unanticipated situations. There 
may arise an emergency situation necessitating urgent measures 
and a lump-sum provision of funds therefor. It may also become 
necessary to provide for preliminary expenses on survey, etc., 
in connection with a projected scheme. An itemwise and 
detailed breakdown of expenses may be difficult to work out in 
such cases. Sometimes Plan proposals are finalised late by the 
Planning Commission and at other times the Expenditure Finance 
Committee^ takes very long to accord its approval to schemes, 
and pending final decisions, lump-sum provisions are made in 
the budget. There is also another type of situation. Due to 
certain policies of the Government or due to some sudden deci- 
sions at the higher levels about absorbing foreign aid or providing 
funds for some plan schemes, a lump-sum provision is imposed 
on’ the administrative ministry and it is asked to go through the 
various formalities with the Ministry of Finance for getting the 
same included in the budget estimates.^ Obviously the adminis- 
trative ministry would have little knowledge about the schemes 
to be covered by such a lump-sum provision, much less their 
details. Of course, these are exceptional situations which could, 
when they are, stand in the way of the exercise of delegated 
powers by the spending departments. 

If a lump-sum provision results from the inability of the 
administrative ministries to adhere to the time schedule foi 
budget making inasmuch as they are not ready with the necessary 
details of the scheme, such lapses in detailed planning on the 


^With a view to enable the Ministry of Finance to have an opportunity 
to consider all big projects in their various financial and economic aspects 
both in regard to policy and details, an Expenditure Finance Committee 
has been established to examine all such proposals before a formal sanction 
of the Ministry of Finance is accorded to the cost estimates of such pro- 
jects. Expenditure proposals for schemes, amounting to more than 
Rs, 25 lakhs (non-recurring) and Rs. 5 lakhs per annum (recurring), are 
required to be submitted to the Expenditure Finance Committee in a pres- 
cribed proforma, for approval. The form of the E.F.C. memorandum is 
meant to elicit information regarding economic, financial and other aspects 
of the Scheme. The Finance Secretary of the Government of India acts 
as Chairman of the Expenditure Finance Committee. 

’^Some such cases came to light during the course of another study by 
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part of the departments would render schemes of delegations 
meaningless and inoperative. All possible measures need to be 
taken to curb such a tendency of the administrative ministries. 
They should be pressed to work out their budget proposals, 
supported by all the necessary details, by the scheduled dates 
stipulated in the budget calendar so as to obtain the clearance 
of the Ministry of Finance well before the final date fixed for 
the purpose. In the case of new schemes and such other pro- 
posals as would require long period of time for their scrutiny 
and examination by the Ministry of Finance before inclusion 
in the budget of the next year, the budget estimates should be 
framed by the administrative ministries as early as possible 
during the current year and communicated to the Finance 
Ministry for approval without waiting for the formal intimation 
from the Ministry of Finance regarding the schedule of dates 
for the submission of various types of budget proposals. This 
would provide ample time to the Ministry of Finance to consider 
and examine such proposals in an appropriate manner. It needs 
hardly any emphasis that the scheme of delegation would work 
best if lump-sum provisions are avoided in the budget and, 
in most cases, this would require advance planning of their 
operations on the part of the administrative ministries as part 
of their exercise of the formulation of budget proposals. 

There may, however, arise cases as in a major project costing 
several crores, that the detailed project report is received very 
late by the administrative ministries and accordingly approval 
of the Finance Ministry to such a project is delayed. Even 
otherwise the sanction to a detailed project report of a major 
project is a highly time consuming process. In the meantime, 
however, it becomes necessary for the executing authorities to 
complete certain essential preliminary works like the acquisition 
of land, clearing of site, preparation of site and execution of 
preliminary civil and other ancillary works, etc. In the absence 
of scrutiny and approval of the detailed project report by the 
Ministry of Finance, the administrative ministries are not in a 
position to incur expenditure on the essential preliminary items 
relating to the project. It may be relevant to quote here the 
following comments of the A.R.C.’s Study Team on Financial 
Administration : 

‘‘A scheme of delegation of financial powers which does not 
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become operative until the last detail is approved by the 
Finance Ministry is unsatisfactory. Once the preliminary 
feasibility report has been prepared and accepted by 
Government, the administrative ministry should be permitted 
to sanction expenditure on essential preliminary items 
subject to certain limit, a proportion or percentage of esti- 
mated cost.”® 

If the project is to be implemented without delay, the need 
for delegating some powers to the administrative ministries for 
incurring expenditure on the essential preliminary items becomes 
important. It is, therefore, suggested that after the preliminary 
feasibility report has been examined and approved by Govern- 
ment, the administrative ministries should have powers to incur 
expenditure within certain limits on the essential preparatory 
items pertaining to the project. In such cases, a small amount 
may be provided in the budget for the purpose. 

Powers of Re-Appropriation 

The Delegation of Financial Powers Rules, 1958 define 
Appropriation as “the assignment to meet specified expenditure, 
of funds included in a primary unit of appropriation”. 
Reappropriation is the act of transferring funds from one primary 
unit of appropriation to another such unit. 

As stated in Chapter IV, the administrative ministries, 
under the Delegation Scheme of August 1958, were delegated 
powders to reappropriate funds in all matters except in the follow- 
ing cases which required concurrence of the Ministry of Financd" : 
{a) reappropriation to augment the provision under the primary 
units relating to ‘Pay of Officers^ and ‘Pay of Establishment’ 
either for a scheme or for other types of expenditure; (b) re- 
appropriation between the primary units under which provision 
is made for a scheme, involving an increase in the provision 
under any one such unit by more than 5 per cent or by more 
than Rs. 1 lakh, whichever is less; or (c) reappropriation from 
the provision made for a scheme to meet expenditure on any 
other purpose. vThe Delegation Scheme of June 1962 empovv^eied 
the administrative ministries to reappropriate funds between 
primary units under which provision was made for groups of 

®c/. Report of the Study Team on Financial Administration, op, cit., 
p. 52. 
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allied schemes, subject to the grouping of such allied schemes 
being specified with the previous consent of the Ministry of 
Finance. Grouping of provisions for plan items with other 
items was not pemiissible, and reappropriation of funds from 
plan items to meet non-plan expenditure required the eon- 
currence of the Finance Ministry. 

Under the latest Delegation Scheme of October 1968, how- 
ever, the administrative ministries have been given full powers 
of reappropriation within a grant, provided there is no diversion 
of funds from plan schemes to non-plan activities and there is 
no augmentation of the total provision made for administrative 
expenses (Le., pay, allowances, and other charges) under a parti- 
cular grantw^'’ 

The adequacy or otherwise of the existing powers of re- 
appropriation delegated to the administrative ministries can be 
gauged better if we consider the whole problem in the light of 
the actual operation of these powers as between the adminis- 
trative ministries and the Ministry of Finance. A study of this 
aspect made by us in March 1967 revealed that Wfe adminis- 
trative ministries, in actual practice, enjoyed enough freedom 
in the matter of reappropriation of funds, even in those cases 
where reappropriation of funds could, under the rules, be done 
only with the prior sanction of the Ministry of Finance. The 
only thing the administrative ministries need to ensure is that 
savings are available under certain sub-heads of the Grant.^^ In 
cases where the administrative ministries are in a position to 
locate savings under certain sub-heads of a grant, there seems 

may be stated here that the reasons for excess in expenditure, 
generally, are ; (/) enhancement in the rates of emoluments of the 

employees during the course of the financial year which could not be 
foreseen at the time of framing the budget estimates; {//) abnormal rise 
in market prices; (///) meeting expenditure on items not anticipated 
including expenditure for equipment and machinery ordered in the pre- 
vious year; (iV) extension of schemes and activities and consequent outlay 
of expenditure not provided for in the initial budget estimates, etc. Savings 
become possible for various reasons, namely, (a) non-filling or late filling 
of vacant posts and non-creation of additional new posts; (b) non-exe- 
cution of stipulated task; (c) less receipt of equipment; (d) postponement 
of construction of works; (e) jH^stponement of purchases of stores; 
(/), late or non-arrival of experts from abroad ; (g-) termination of schemes 
earlier than provided for fn the budget, etc. 
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to be an implicit feeling in them that the Ministry of Finance 
would put its seal of approval on a reappropriation proposal to 
divert funds from such a saving to meet an e^^ss expenditure 
under some other sub-head of the same grant and the whole 
process is looked upon by them as one of procedural interest only. 
The necessary concurrence of the Ministry of Finance is never 
doubted in such cases. It may also be stated that the timing of 
transmission of most of the reappropriation proposals by the 
administrative ministries to the Ministry of Finance for 
approval is such as would not allow a reasonable opportunity 
to the Ministry of Finance to examine such proposals with any 
degree of thoroughness. The majority of such cases are sub- 
mitted to the Ministry of Finance in the later half of March 
when in most cases the excess expenditure has already been 
incurred or committed by the operating agency and the Ministry 
of Finance has to deal with a case which is a fait accompli 
being left with no choice except to acquiesce in what has already 
been done. 

vAtso, the Ministry of Finance is required to dispose of all 
the reappropriation cases before 3 1st March of that particular 
iinancial year as no reappropriation or|^r issued after that date 
is accepted as valid by audit authorities. Therefore, within the 
few days at its disposal the Ministry of Finance has to dispose 
of a good lot of re-appropriation cases and, ^consequently, its 
examination of such proposals is somewhat hurried and casual 
generally dealt with at lower levels. It may be stated here that 
out of all the 142 re-appropriation orders pertaining to the 
various grants of an administiative department sanctioned 
during 1965-66 and examined by us, 82 were issued on or after 
15th March, 1966/" Similarly, in the case of another adminis- 
trative department all the three reappropriation orders per- 
taining to a grant were issued after the 15th March, 1966. The 
same was true of another department where all the 8 reappro- 
priation orders pertaining to a grant were issued after 15th 
March, 1966. Th6 study also revealed that the Ministry of 
Finance hardly had sufficient time to examine with any degree of 
thoroughness re-appropriation cases submitted by the adminis- 
trative ministries; and, since the deadline of 3 1st March is to be 
adhered to, the Ministry of Finance puts its seal of approval 
rather in a hurry. It would , therefore, seem that the control 
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exercised by the Ministry of Finance in the cases of re-appro- 
priation of funds is more nominal than reaV'' 

In this context it may be pertinent to consider that since 
the rate of approval by the Ministry of Finance of departmental 
submissions of re-appropriation cases approaches almost 100 
per cent, wit! it not be in the interests of greater efficiency and 
economy to delegate full powers for the disposal of such cases to 
the administrative ministries ? On the basis of our study cited 
earlier, we came to the conclusion that the administrative minis- 
tries should be vested with full powers to re-appropriate funds 
within a grant, subject to certain conditions. It is gratifying 
that the Ministry of Finance have, through their Orders of October 
1968, delegated to the administrative ministries full powers of 
re-appropriation within a grant. But, as mentioned earlier, 
these powers are subject to the condition that there is no diver- 
sion of funds from plan schemes to non-plan activities, and there 
is no augmentation of the total provision made for adminis- 
trative expenses (z.c., pay, allowances, and other charges) under 
a particular grant. 

In view of the actual operation of re-appropriation powers, 
as outlined earlier, it is not understood how it would serve the 
interests of financial control if the administrative ministries are 
prohibited from re-appropriating funds from plan schemes to 
non-plan activities even if such re-appropriation is from one 
development scheme to another developmental purpose. It 
is rather a superfluous exercise of getting a proposal for re-appro- 
priation of funds from plan to non-plan schemes approved by 
the Ministry of Finance, as for all practical purposes, the 
Ministry of Finance endorses the decisibns already made by the 
administrative ministries. Moreover,N;K is difficult to appreciate 
as to why a distinction should be mane between plan and non- 
plan items in the matter of re-appropriation of funds and not 
between development and non-development items of expendi- 
ture. Once some funds have been invested in a particular year 
in building an asset under the plan, the expenditure on the 
operation and maintenance of this asset in the ensuing years is 
not treated as plan expenditure though its relevance for develop- 
ment cannot be questioned, ij^is, therefore, suggested that the 
administrative ministries may be delegated powers to re-appro- 
priate funds from plan schemes to non-plan activities so long 
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as the latter are developmental in eharactei;/l 

xX better procedure for financial control would be that when 
an administrative ministry resorts to re-appropriation from one 
item of expenditure to another and the amount involved exceeds 
a Specified limit it must seek the prior concurrence of the 
Ministry of Finance. If the specified limit is fixed at a reasonably 
high leveh the number of re-appropriation cases coming to the 
Ministry of Finance would be considerably reduced enabling 
it to examine such cases with a fair degree of thoroughne^ It 
should, however, be ensured that such proposals reach the 
Ministry of Finance well before the close of the financial year 
so as to allow it sufficient time to carry out a proper exami- 
nation of the re-appropriation proposals. 

\For cases where full powers of re-appropriation vest in the 
administrative ministries, it may be considered that the decision- 
taking should be at senior levels, say, Deputy Secietary and 
above depending upon- the amount involved in the re-appro- 
priation proposal. Such a system would ensure a more respon- 
sible exercise of re-appropriation powers by the administrative 
ministries than what obtains at present when these decisions are 
taken at junior levelkf It may also be considered that the 
Demands for Grants are recast to comprise of allied and related 
items of expenditure only so that the intentions of Parliament in 
voting a Demand are not defeated afterwards by re-appi-opriation 
of funds between entirely unrelated items of expenditure. 

Again, as we have seen earlier, the Delegation Scheme of 
October 1968 makes the exercise of powers of re-appropriation 
by the administrative ministries subject to the condition that 
there is no augmentation of the total provision made for adminis- 
trative expenses (f.e., pay, allowances, and other charges) under 
a particular grant, do not find much of a logic in putting 
such a restriction on the exercise of powers of re-appropriation. 
We are of the view that the delegation of various other financial 
powers to the administrative ministries would be rendered consi- 
derably ineffective if the administrative ministries are denied 
powers to create the needed posts on the ground that their 
action should not result in augjnenting the total provision made 
for administrative expenses.v^ 

Incidentally, we may refer here to the suggestion made by 
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the Study Team on Financial Administration^ that there should^ 
be a greater overall control on the power of the administrative 
ministries to create posts. It has recommended that the pro- 
posals of the administrative ministries for additional staff or 
creation of posts should be considered by an independent and a 
well-trained Staff Inspection Unit and the administrative minis- 
tries should be precluded from augmenting the provisions under 
the Units 'Pay of Officers’ and ‘Pay of Establishment’ by recourse 
to re-appropriation. It has further stated that in the event of a 
sudden increase in work or work of an emergent nature devolving 
on a ministry they should continue to have powers to create 
posts of purely temporary nature for periods not exceeding 
three months if funds could be found by valid re-appropriation 
within their budget provision. The Administrative Reforms 
Commission has expressed its agreement with the above sugges- 
tion of the Study Team on Financial Administration.^- 

We, however, find it difficult to agree with the views on the 
subject of either the Study Team on Financial Administration 
or the Administrative Reforms Commission. How do we 
provide an administrative ministry with the necessary operational 
freedom in the discharge of its functions by vesting it with 
powers to re-appropriate funds within a grant from one primary 
unit under which a saving has occurred to finance another 
project requiring additional expenditure if the need for this excess 
expenditure turns out to be no more than appointing a few 
additional personnel for successfully executing the project ? We 
would, therefore, urge that the restriction contained in the 
Delegation Scheme of October 1968 that there should be no 
augmentation of the total provision made for administrative 
expenses under a particular grant, as a consequence of re-appro- 
priation of funds, is out of tune with the rest of the provisions 
of the scheme and is also not in consonance with the spirit in 
which other financial powers delegated are intended to be 


Report of the Study Team on Financial Admmistratmi, op. cit., 
pp. 53-55. 

^“Administrative Reforms Commission, Report on Finance, 
Accounts and Audit, Government of India, New Delhi, January 1968, 
pp. 30-3L 
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exercised^^. When financial powers are delegated to the ad- 
ministrative authorities to facilitate their functioning and to make 
for efficiency and speed in the implementation of the programmes, 
it is also necessary that these authorities are vested with, adequate 
powers of creating posts needed in the execution of their tasks. 
Therefore, to enable the administrative ministries to make a 
meaningful use of the financial powers delegated to them they 
should be vested with full powers to create temporary posts, for 
even longer durations, by re-appropriation of funds within 
a grant. Such powers should, however, be for the creation 
of temporary posts only, and in the event of these posts being 
made permanent the prior sanction of the Ministry of Finance 
should be essential. It is but reasonable that when an adminis- 
trative authority proposes to bind the public exchequer with a 
long-term commitment by creating a permanent post, the 
Ministry of Finance should have final say in the matter and its 
prior approval should be necessary. Even where the powers 
are delegated for the creation of temporary posts only, it is 
imperative to ensure that such powers are exercised by the 
administrative authorities diligently and with due care of the 
established norms and standards. It may be added here that 
this is an area where much restraint and discipline has to be 
exercised in the use of financial powers so as to avoid adverse 


may quote here the views of another Study Team of the A.R.C. 
“At present, administrative ministries can create posts up to those of Joint 
Secretary’s rank under their own powers subject to certain specified restric- 
tions. We do not go along with the view of a sister Study Team that 
these powers should be curtailed on the ground that “there is considerable 
over-staffing in Government Departments” and that intra-ministry work 
study units have not built up the expertise required. We consider that dele- 
gations in regard to creation of posts cannot be looked at separately from 
the totality of financial delegations. TOIE fundamental objective of dele- 
gating financial powers to administrative ministries is to make them as 
fully responsible and etfective operationally as possible. It would be 
a contradictory and retrograde measure to make extensive delegations in 
their favour in other fields and to pul! back in this matter of posts. If 
there is a fear that these powers may be misutilised, the answer should He 
in the direction of building up arrangements for good financial management 
within ministries and a system of test checks from the Ministry of 
Finance rather than in the direction of recentralisation.” Report of 
the Study Team on “Machinery of the Government of India and its Pro- 
cedures of Work”, Part' II (VoL .1), iop, cit^ pp. 147-148. 
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criticism from various quarters in the event of any increase in 
expenditure on staff. There should be no room left for the 
operation of the Parkinson's law that work expands to meet 
the staff. It, therefore, needs hardly any emphasis that work 
standards should exist in the various organizations and that new 
posts should be created after a thorough study of the work- 
load data. 

Though the vesting of powers in the administrative ministries 
for the creation of temporary posts when needed is not disputed, 
it is suggested that the exercise of such powers should be subject 
to a thorough examination later by an independent Staff Inspec- 
tion Unit staffed by trained personnel well versed in the techniques 
of Work Study, Work Measurement, etc. Such a course would 
ensure that the administrative authorities exercise their powers 
of creation of posts according to the accepted principles and with 
due regard to the canons of efficiency and economy. 

Other Issues 

It would seem that the Ministry of Finance has been receptive 
to the demands for greater delegations to the administrative 
ministries and has been issuing orders from time to time to give 
effect to its various schemes for delegation of enhanced financial 
powers. It is, however, difficult to give a straight answer as 
to whether the powers delegated so far are adequate enough 
to meet the present needs of the administrative ministries. The 
nature and extent of the financial powers delegated by the 
Ministry of Finance to the administrative ministries would 
not alone provide an answer to this.vJThe pattern of redelega- 
tions from the administrative ministries to the heads of 
departments and from them to the lower echelons and field 
agencies is also an important factor to be considered in judging 
the adequacy of existing delegations./ Also, the needs for dele- 
gations would vary in the case of different organisations depending 
on their respective programme requirements and on whether 
they are to exercise such powers in normal times or in times of 
crisis apd strain. 

Delegation Scheme of June 1962 exhorted the adminis- 
trative ministries to re-delegate, in their turn, administrative 
and financial powers to heads of departments and to other sub- 
ordinate authorities, with due regard to their respective levels 
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of responsibilities. It is well recognized that, for a system of 
delegations to be effective, the powers delegated should seep down 
the line and be commensurate with the responsibilities to be 
discharged at the various official levels. It is of utmost impor- 
tance that the man in the field should have adequate delegations 
to fulfil his assignment without frequent references to higher 
'authorities. ■ ' 

The delegated powers should vary according to the nature 
and quantum of work to be performed by the delegatees. Though 
there are a few organizations such as the Centra! Public Works 
Department, Scientific Laboratories, etc., in which cases, special 
financial delegations have been made, by and large, -ht our 
delegation pattern, a sort of uniformity exists inasmuch as the 
same type of powers are delegated to all the administrative 
ministries, to all the heads of department and to the heads of 
officer It is not understood how the needs for financial powers 
of all the administrative ministries and departments would be the 
samq^„? How would similar powers delegated to all types of 
heads of departments would meet their respective needs T^ Also, 
the difierent types of heads of office would require different 
delegations for successfully discharging their functions. The 
Ministry of Finance should, therefore, evolve more than one 
delegation pattern to meet the requirements of the various cate- 
gories of administrative ministries and departments, of various 
types of heads of departments and heads of office, in accordance 
with their functional needs.^i This may not, however, detract 
from the responsibility of the Finance Ministry in its seeking 
to maintain certain basic uniformity in matters like conditions 
of service of government employees, which are governed 
by various rules and regulations such as Civil Service Regulations, 
Fundamental Rules, etc. The delegation patterns evolved need 
to be reviewed from time to time in the context of increasing 
load of work and the changing functions and activities of the 
delegatees, vthe periodical reviews by the Ministry of Finance 
are necessary in order to effect timely modifications in the 

A.R.C.’s Study Team on Machinery of the Government of India 
and Its Procedures of Work, has taken up a similar line of thinking in its 
reportv a mention of which has already been made in an earlier Chapter 
of this monograph. 
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delegation patterns to suit the changed circumstances'/ 

The heads of department are, at present, not authorised to 
re-delegate any of their powers to their subordinates. They can, 
however, do so with the prior consent of the administrative 
ministry. It has been observed that the administrative ministries 
are generally willing to accord approval to proposals for re-dele- 
gation submitted by the heads of department. But the procedure 
of going through the formality of obtaining the concurrence of 
the administrative ministry is time consuming. It is, therefore, 
suggested that the powers delegated to the heads of department 
may be classified into two categories. In the first category there 
may be delegations of a minor nature for which full powers 
may be vested in the head of department for re-delegation to his 
subordinates according to his discretion. Such a course would 
provide greater operational freedom to the head of department 
in making adjustments and re-adjustments in the re-delegation 
of powers to his subordinates depending on his administrative 
needs as well as on personality considerations of his subordinates. 
In the second category, there may be powers of an important 
nature which can be re-delegated by the head of department only 
after seeking the prior consent of the administrative ministry. 

The delegation of adequate powers to match the responsi- 
bilities at different official levels though necessary is not enough 
by itself. 'JK is of utmost importance that the delegatees exercise 
the powers given to them so as to contribute their best to the 
realization of the goals and objectives of their organisationsT No 
scheme of delegation, howgjjver, well framed, would work satis- 
factorily unIessThere<^S'^*^ill’ on the part of the delegatees to 
exercise the powers and on the part of the delegator to encourage 
the use of the delegated powers in the spirit in which they are 
intended. \T^e willingness of the delegatees to use their powers 
would, however, greatly depend on the prevailing environment 
and climate in which they have to functioK'^ 

There are a number of inhibiting factors to the exercise of 
delegated powers, which we have observed during the course 
of our study. Sometimes, the powers delegated are hedged by 
various conditions which the delegatee has to satisfy before 
exercising such powers. For instance, the heads of depart- 
ments are empowered, under the rules, to write off a loss up to 
Rs. 1,000 provided : (i) it is not due to any serious negligence 
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on the part of any government servant, (ii) it is not due to theft, 
(Hi) it is not due to fraud, (/r) it does not disclose a defect in rules 
or procedures the amendment of which requires the orders of 
higher authority or Finance Ministry, and so on. In such cases 
where the powers delegated can be exercised only after satis- 
fying a number of conditions the tendency on the part of the 
delegatees is to push cases to the higher authorities for obtaining 
their concurrence. The delegatees do not feel sure of having 
satisfied the various conditions attached. It may be relevant 
to cite here a case which we examined in connection with a 
study of the working of delegations. In a Governmenf s depart- 
mental undertaking engaged in the processing and distribution 
of milk and the production of milk products, ice-cream worth 
Rs. 150 melted away and was a total loss. The authorities 
were hesitant to pin down responsibility for the loss on any indi- 
vidual employee or a group of employees. This was so, pre- 
sumably, because of fear of adverse reaction of Workers Union, 
which on practical considerations the authorities were reluctant 
to generate for the matter of a small loss of Rs. 150 only. 
At the same time, they did not want to exercise their delegated 
powers for write off of losses because in that case they would 
have to satisfy a number of conditions attached to the use of 
such powers. They, therefore, decided to send the case to the 
administrative ministry, for their concurrence in the write off of 
the loss. It is not suggested that the exercise of delegated 
powers should be completely free from restrictive conditions 
prescribed to maintain the necessary financial discipline. 
However, it may be worthwhile to give thought to the question 
that the conditions attached to the exercise of delegated powers 
should not be so many and of a nature largely inhibiting 
the use of such powers. It would perhaps be better to delegate 
comparatively lesser powers to the administrative and executive 
authorities and leave them with relatively greater amount of 
discretion in the exercise of such powers than to arm them with 
larger powers which are hedged in their operation by a plethora 
of restrictive conditions. 

There are also other situations in whichkEe delegated powers 
cannot be utilised because certain conditions attached to the 
exercise of such powers have remained unfulfilled. For instance, 
the administrative ministries and the executing agencies under 
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them are delegated powers to distribute subsidies and loans for 
certain specific purposes. The exercise of these powers is, how- 
ever, subject to the condition that the rules governing the adminis- 
tration of such subsidies and loans should have been approved 
by the Ministry of Finance. Since it takes long to get such rules 
and regulations approved by the Ministry of Finance, the powers 
of the administrative authorities to distribute subsidies and 
loans remain suspended even though there would exist a budget 
provision for the purpose.\/^ Ad hoc references in such cases have 
to be made to the Ministry of Finance before the administrative 
ministries could sanction grants-in-aid. It is, therefore, important 
that serious attention is given and sincere attempts are made in 
completing the various formalities and requirements attached 
to the delegated powers before the administrative authorities 
are supposed to exercise such powers. 

There is another factor responsible for holding officers from 
exercising their powers. Fear of audit objections drives them 
to play safe.v Such fears manifest themselves in the form of 
frequent references to higher authorities in doubtful cases which 
often undermine the very spirit and purpose of delegations. 
The psychology of Tear of audit’ and ‘ptibhc criticism’ tends 
to sap the initiative of the officers. A majority of the civil 
servants instead of displaying willingness to accept responsibility 
find it expedient to just 'carry on’, wholly disinclined to take 
decisions on their own, and involving the higher ups in every- 
thing they do. This has resulted in the slowing down of the 
administrative machinery at a time when the civil servants are 
supposed to assume larger responsibilities of vastly expanded 
nation-building activities. 

Decisions of the administrators are often probed long after 
the event and when the context in which such decisions were taken 
has completely changed. Often they get demoralised when their 
individual acts of discretion are questioned. x^/Sometimes audit 
objections are raised on petty and small matters and the concern- 
ed officer has to explain the lapse years after the event when 
he might have been transferred to another organisation and 
become completely out of touch with his previous worfe’ To 
avoid landing into such like situations, the officers shy away 
from the exercise of discretion and prefer not to use the powers 
delegated to them. They try to tevoive as many authorities and 
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agencies as possible in the decision-niaking process. Thus, 
the fear of being judged unfairly later for any lapse, major or 
minor or for any error of judgment, acts as a big restraining 
influence on the oflBicers in the matter of using their powers and 
taking'''decisions. 

may also be interference or pressure from above which 
makes it difficult for a delegatee to exercise his powers. Some- 
times verbal instructions from the bosses and directives given 
in high level meetings hold the officers from exercising their 
powers thereby rendering the delegations ineffective At times, 
enhanced powers are delegated to the officers without their proper 
orientation and training for the purpose. Quite often they 
lack the requisite facilities of administrative and accounts 
support necessary for the exercise of such powers. It is, there- 
fore, suggested that adequate preparations should be made 
before launching a delegation scheme and the delegatees be pro- 
vided with the necessary training to enable them to discharge 
their functions in an efficient manner. The delegatees should 
also be provided with all the facilities and assistance needed in 
the exercise of their powers. 

j^hother important factor responsible for discouraging the 
officers from using their powers is the multiplicity of rules and 
regulations which are changed so often that the officers generally 
do not feel confident of knowing all the relevant rules while 
exercising their powers. In their eagerness to avoid mistakes 
they are prompted to consult higher authorities and seek their 
concurrence. Professor Marshall Dimock has expressed the 
following opinion in his book ‘^‘Stages of Administrative 
Growth” : 

“Abundance of rules and regulations and manuals is gene- 
rally noticed when there is no growth but a comparatively 
even and stable stage in administration had been reached. 

the stage of rapid growth (development and modernisa- 
tion at a fast rate) there is a need for less regulations and 
manuals so that hundreds of difficult and hard-hitting 
decisions required to be taken by an administrator can be 
taken unhampered by cramping fetters of rules and regula- 
tions. In this stage special type of administrators are 
required who can conceive of schemes and programmes 
and implement them in the shortest possible time regardless 
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of rules and forms.'’^'" 

In our administrative system, apart from the tendency 
towards proliferation of rules and regulations, no regular arrange- 
ment has been devised for keeping such rules and regulations 
up-to-date and making them available to the ministries, depart- 
ments and government officers in their revised and updated 
form. 

It may facilitate exercise of delegated powers if up-to-date 
manuals are prepared containing the various financial rules and 
regulations which an officer would need to know in his day-to- 
day functioning. Alsov^ serious attempt should be made towards 
simplification and rationalisation of such rules and regulations 
and for elimination of the redundant ones/ It would further 
be useful if each department of the Government clearly demar- 
cates responsibilities of each of its officers and makes available 
for their use an up-to-date booklet containing functions and 
powers delegated to the officers at various levels. 

sj^ora meaningful operation of a scheme of delegations, the 
exercise of powers by the delegatees should be insisted upoiK'' 
The Ministry of Finance should send back a case without 
expressing its views if the matter fell within the delegated powers 
of an administrative ministry. The same way the administrative 
ministries and heads of departments should insist upon the 
decisions being taken at levels vested with adequate powers. 
The need for speedy and efficient despatch of the public business 
makes it imperative that the functionaries at different levels 
should make full use of the powers delegated to them. All 
administrative steps should be taken to ensure such a use of 
powers. When references are made to the higher authorities 
despite specific delegations being available, senior officers should 
return such cases to the subordinate officials without expressing 
their views thereby compelling the subordinates to take deci- 
sions falling within their ambit of authority and responsibility. 
Efforts towards ‘neck preservation at lower levels should be 
discouraged in practice. 

The taking up of more and more responsibility consequent 
on the use of one’s full powers is likely to lead to some honest 

Marshall Blmock, ' '&/ AdminUmUve Growth, Indian 

Institute of Fuhlic Adminlstfation*. Mew BelMi 
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errors being committed in the discharge of one’s duties. The 
delegatee in such a situation would need a feeling of security 
which could be developed in him only if his evaluation is done 
on objective overall considerations without making much 
of petty lapses. In the event of a genuine mistake committed 
in good faith, the subordinate official should be given proper and 
adequate protection. The exercise of powers by the delegatee, 
who has used his best Judgment with due care, should be 
shown all sympathy and consideration by the higher authori- 
ties. There is an urgent need to remove from the minds of the 
officers the fear that they are likely to be judged unfairly if 
individual acts of. judgment and discretion come to be 
questioned later. '-•''‘A system of delegation will work effec- 
tively only if it is based on a trust of those working 'on-the-spof. 
Trust begets trust. A system which is based on a nagging 
distrust of those exercising powers will be destructive of initiative 
the exercise of which is essential on a large scale in this era of 
development . 


’^Administrative Reforms 'CcMnission, Mepori mi Pekgmhn 
Financial and Administrative Fomrs. m. d. I'Ll nara 4. 
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Performance Budgeting 
and Delegations 


The existing budgetary system in India is designed to serve 
the purposes of financial and legal accountability of the Executive 
to Parliament and, within the Executive, of spending authorities 
to controlling officers. The budget emphasises the financial 
aspects and is intended to ensure that funds are raised and 
expenditure incurred by specific executive authorities in accor- 
dance with legislative authorisations. The structure of the 
budget is such that expenditure of each department and agency 
is delineated in terms of objects of expenditure such as 
establishment, allowances and honoraria, travel, etc. Such a 
classification of expenditure expressed ip terms of the various 
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equipment and so on when adjusted and consolidated for the 
entire goveriiinent sector, may give an idea of the contribution 
of the public sector to the national income. It, however, does 
not convey much to an average legislator or other members 
of the public who are primarily interested in knowing as to 
what the Government proposes to do, how much, when and at 
what cost. 

The budget, in its present form, does not inter-relate financial 
outlays with physical targets. It provides no indicator of the 
relationship between estimated inputs and the expected outputs 
as an integral part of the budget. Such a system of budgeting 
did not create much difficulty in the past because of the small 
magnitude of government expenditure catering to a limited 
number of activities. Since Independence, however, owing 
to the growing size and complexity of governmental activities 
as a result of development planning, the conventional budget has 
failed to meet the demands of plan implementation. It has proved 
clearly deficient as a tool for management and as an instrument 
for evaluation of performance. The Working Group on Per- 
formance Budgeting has observed : “From the view point of 
the plan implementation, our budgets have failed to provide an 
adequate link between the financial outlays and physical targets 
notwithstanding the growing amount of data now being supplied 
in the budget documents.”^ 

A strong need has, therefore, been felt to reorient our 
budgetary system to the new responsibilities of administration 
in implementing the planned programmes. It has been consi- 
dered important that the budget should provide a full grasp of 
all the activities of the Government to enable a proper assess- 
ment of its efforts. The fulfilment of the planned objectives 
will be greatly facilitated if the budget provided a comprehensive 
picture of what the government proposed to do in terms of 
functions, programmes, activities, projects and tasks, depicting 
as accurately as possible the costs of the governmental activities 
and the accomplishments expected therefrom. 

It is in this context that demand has been made from time 
to time for the introduction of Performance Budgeting in India. 


^Administrative Reforms Commission, Report of the Study Team on 
Fmmirwf Administration, May 1967, Accompaniment A, p. 166. 
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Performance Budgeting is a technique of presenting public 
expenditure in terms of functions, programmes, activities and 
projects, and correlating the physical and financial aspects of the 
individual items comprising the budget. According to the 
Hoover Commission, “such an approach would focus attention 
upon the general character and relative importance of the work 
to be done or upon the service to be rendered, rather than upon 
the things to be acquired such as personnel services, supplies, 
equipment and so on. These latter objects are, after all, only 
the means to an end. The all important thing in budgeting is 
the work or the service to be accomplished, and what that work 
or service will cost.”^ Under Performance Budgeting emphasis 
is laid on the accomplishments or the ends to be served rather 
than on the means of accomplishment or on the expenditure 
incurred on several items of inputs. A Performance Budget 
would indicate the objectives of a particular governmental pro- 
gramme or activity, the volume of work to be performed at the 
various levels of responsibility and the expected costs of the 
respective operations. Such a budget developed in terms of 
costs and volume of work becomes an effective tool of manage- 
ment and provides a built-in mechanism for appraisal of actual 
performance against the budgeted targets. It generates ade- 
quate and requisite information on costs and work accomplish- 
ments for a sound decision making at appropriate levels of 
management. According to the Administrative Reforms Com- 
mission, Performance Budgeting seeks to achieve the following 
important objectives : 

“(a) to present more clearly the purposes and objectives for 
which the funds are sought and to bring about the pro- 
grammes and accomplishments in financial and physical 
terms; 

(b) to help a better understanding and better review of the 
budget by the Legislature; 

(c) to improve the formulation of the budget and to faci- 
litate the process of decision making at all levels of 

® Federal Government of U.!SI.Am The Commission on the Organi- 
sation of the Executive Branch of the Government— Chairman : Herbert 
Hoover — Report on Budgeting md Accounting, 1949. The concept of 
Performance Budgeting got publicity as a result of the Report (1949) of 
the first Hoover Commission* 
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Government; 

(d) to enhance the accountability of the management and 
at the same time to provide an additional tool to 
management to provide control of financial operations; 

■ and 

(e) to render performance audit more purposeful and 
effective.”^ . 

In India, for the first time a demand for the introduction 
of Performance Budgeting was made in the Lok Sabha in 1954 
during the course of a debate on the Finance Ministry’s control 
over expenditure. Later, the Speaker of the Lok Sabha himself 
took up this theme in the course of his address to the annual 
conference of the Presiding Officers. A notable development, 
however, took place when the Estimates Committee of the 
Second Lok Sabha in its Twentieth Report on Budgetary 
Reforms recommended : 

'Terformance-cum-Programme system of Budgeting would 
be ideal for a proper appreciation of the schemes and out- 
lays included in the Budget especially in the case of large- 
scale developmental activities. The Performance Budgeting 
should be the goal which should be reached gradually and 
by progressive stages without any serious budgeting dis- 
location. It is to be hoped that the experiment towards 
performance budgeting on a selective basis in order to 
supplement the traditional budget would be expected and that 
the 1959-60 budget contain concrete result of it at least in 
the case of selected ministries or projects.”*^ 

The Government took note of the suggestion of the Estimates 
Committee and stated that the matter was under examination 
for finding out the feasibility of the use of the technique of Per- 
formance Budgeting. The Estimates Committee reiterated its 
suggestion regarding the introduction of Performance Budgeting 
in its Sixtieth Report on Budgetary Reforms."' In its seventy- 


“Governnient of India, Administrative Reforms Commission, Report 
on Finance, Accounts and Audits January 1968, p. 7. 

^Estimates Committee, Second Lok Sabha, Twentieth Report (1957- 
58) on Budgetary Reforms, Lok Sabha, Secretariat, New Delhi, 1959, 
p, 12, paras 21-22, 

'Estimates Committee. Second Lok Sabha, Sixtieth Report (1958-59) 
on Budgetary Reforms, Lok Sabha Secretariat, New Delhi, 1959, 
pp. 34-37. 
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third Report on Preparation of Budget Estimates of Public 
Undertakings, the Estimates Committee again took up the point 
and stressed the need for the preparation of Performance-cum- 
Programnie statements by industrial undertakings.® There- 
upon the Government issued a circular in June 1961 drawing 
the attention of the administrative ministries to the recom- 
mendations of the Estimates Committee and requesting them 
to issue suitable instructions to the public undertakings pre- 
paring Performance-cum-Programme statements besides business 
type budgets for submission to Parliament. 

An important event in the budgetary history of India came 
when the Administrative Reforms Commission, in its report on 
Finance, Accounts and Audit, recommended the introduction of 
Performance Budgeting in the departments and organisations 
which are in direct charge of developmental programmes.^ The 
Government of India have accepted this recommendation of the 
Administrative Reforms Commission. The Government have 
followed it up with the preparation of alternative presentations of 
the budgets of a number of ministries and departments on per- 
formance basis. This, however, is an initial step towards the 
installation of Performance Budgeting as a tool of manage- 
ment of developmental programmes. Such a budget would 
specify physical targets to be accomplished according to a 
time-schedule. The execution of the budget, therefore, has to be 
achieved through specific assignments of responsibilities. The 
implementation of tasks and achievements of targets has to be 
related to the time-cost requirements. Under a system of 
Performance Budgeting, therefore, it would be necessary to 
indicate the volume of work to be taken up by the functionaries 
at various levels who become responsible for their performance 
in achieving the targets. 

An adequate information system for performance reporting 
is a necessary adjunct to Performance Budgeting. It is admitted 
that even at present some sort of information system is in 


^Estimates Committee, Second Lok Sabha, Seventy-third Report 
(1959-60) on Preparation of Budget Estimates of Public Undertakings and 
Presentation of their Annual Reports and Accounts to Parliament, Lok 
Sabha Secretariat, New Delhi, 1960, pp. 3-4, paras 3-4. 

’^See Report of the Administrative Reforms Commission (Govern- 
ment of India) on Finance, Accounts and Audit, January 1968, pp. 6-8. 
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existence. But, under the present system, the reporting is mainly 
in financial terms by way of a chronological statement of ex- 
penditure incurred against the budgeted appropriations. In 
the case of major projects, however, an attempt is made to incor- 
porate in the reports more information on the physical aspects 
of the project. But, by and large, our present reporting system 
remains financial in character. There is no systematic attempt 
made to relate the financial progress with the physical achieve- 
ments. Such a reporting system could serve well the purposes of 
appropriation control to keep expenditure within the authorised 
amounts. It is, however, highly inadequate for the purposes of 
Performance Budgeting which requires periodic assessment of 
physical and financial progress of governmental activities on the 
basis of a single report. 

A performance report is an indispensable aid to internal 
management. It hardly needs emphasis that Performance 
Budgeting makes it comparatively easier to assign clear and 
definite responsibilities to functionaries at various levels. 
Alongwith a sound system of performance reporting, Perfor- 
mance Budget should greatly facilitate performance appraisal 
and make for accountability of operating officials and agencies 
to the reviewing and administrative authorities. Enforcing 
accountability under such a system of budgeting would, however, 
make provision of necessary operational facilities to the various 
functionaries imperative. It would necessitate delegation 
of adequate powers commensurate with the duties and tasks 
entrusted to the various operating levels of responsibility. It 
may be stated that delegation of powers when accompanied by 
the necessary review processes and control mechanism would 
help in ensuring executive accountability along with the requisite 
operational freedom. 

In a scheme of Performance Budgeting, therefore, patterns 
of delegation would assume added significance as means of 
accomplishing the physical goals of the organisations. In this 
context, apart from a proper matching of authority and respon- 
sibility at various operational levels of performance, adequate 
attention need also be paid to creating the right type of climate 
and environment for motivating the delegatees to exercise their 
powers for the effective performance of the tasks assigned to 
them. 
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As is well known, Performance Budgeting concept is borrow- 
ed from private business where budgeting in terms of the various 
purposes and levels of responsibility has been in vogue for quite 
some time. Insofar as a Performance Budget is a work plan to be 
implemented at a predetermined cost, such a budget needs to be 
built from below in terms of each operating level of responsibility. 
Budget ought to born where it has to be carried out. In industry 
it is called a Responsibility Centre. A responsibility centre 
may coincide with a cost centre or may comprise of several 
Cost Centres. Each cost centre may consist of a group of like 
machines doing a particular job or a group of machines comple- 
menting each other in completing one stage of production. It 
is possible to assess the normal working capacity of each machine 
or group of machines depending on the number of days in a week, 
number of shifts in a day, number of hours in a shift, intensity 
of work and so on in evolving a work norm or standard 
for each machine, each worker or each material used and so on, 
so that some predetermined or standard cost for a planned 
volume of work could be used as the basis for budgeting for 
each responsibility or cost centre. It is obvious that such a 
budget would be a realistic and inspiring plan of action only if the 
men and first line supervisors are fully associated with the 
preparation of the budget. Since the budget is one of the prin- 
cipal instruments of managerial control and appraisal of per- 
formance of individuals and levels of responsibilities it would be 
worthwhile to prepare these budgets relating to operating levels. 
As such it would be desirable to include only those costs which 
are controllable at each level of responsibility. Done this way, 
managerial control on the basis of responsibility accounting 
will be immensely facilitated. It goes without saying that powers 
needed for the controlled discharge of responsibilities should be 
conferred on the various levels of management. Such a syn- 
chronisation of powers and responsibilities as well as the collection 
of controllable costs in terms of identifiable centres of responsi- 
bility assumes greater significance in general government where 
the operating levels are physicaHy not so proximate or accessible 
to top managsment. Performance Budgeting may flounder 
in the absence of such decentralised budgetary involvement 
and control. 

As stated earlier, Performance Budgeting envisages suitable 
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review of performance at various levels of operation. Such a 
review and control is largely based on meaningful reporting 
systems geared to managerial control. In this context, it may 
be worthwhile examining the role of the Audit as an external 
agency for evaluating the performance of various organisations. 
The Administrative Reforms Commission in their Report on 
‘Tinance, Accounts and Audit” have emphasized that the 
Comptroller and Auditor General should undertake propriety- 
cum-efficiency audit to cover all developmental activities of 
Government.® As has been observed earlier, if the decisions of 
the administrators taken in their best judgment are probed 
long after the event and out of context of the circumstances then 
existing, it is bound to lead to irritations and heart-burning 
among the officers and would leave a demoralising effect on them. 
Efficiency audit by an outside authority would give a handle to 
the audit agency to question individual acts of discretion and the 
soundness of an officer’s judgment. Such a development is 
bound to vitiate the climate for the exercise of delegated powers 
by the functionaries. The officers under such a situation would 
prefer to play safe and avoid taking decisions and responsibility. 
With the prevailing approaches, practices and attitudes, we feel 
that efficiency audit by an external agency would be a serious 
inliibiting factor to the exercise of powers by the delegatees, 
resulting in delays, inefficiency and uneconomic implementation 
of the programmes. 

We could also look at the problem from, another angle. 
The present audit authority as it is constituted, conducts audit, 
by and large, with the assistance of auditors who belong to 
lower clerical cadres. It is true that other subordinate officers, 
namely, Accountants (non-gazetted) and Accounts Officers 
(Gazetted Class 11) supervise the work of the audit teams which 
are further placed under the charge of a Deputy Accountant 
General. But the fact remains that the bulk of such work is 
done by the functionaries at the lower rungs, namely, auditors 
and accountants. The question, therefore, arises as to whether 
such a body of officials would be competent to conduct efficiency 
audit of other organisations ? Will it not seriously vitiate the 
climate for the exercise of delegated powers by the officers when 

^Government of India, Administrative Reforms Commission, Report 
on Finance, Accounts and Audits January 1968, p. 51. 
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they know that their judgments and actions would be commen- 
ted upon later by these junior officers from the Comptroller and 
Auditor GeiieraFs organisation ? A comment on the efficiency 
of another officer would evoke respect only when the Auditor 
so doing is of a reasonably senior rank. Also, such an auditor 
should have built up a reputation about his knowledge of the 
specialised area in which he conducts efficiency audit. 

In view of the present shortage of trained manpower of the 
specific type, a further question arises as to whether it would 
be possible for the Comptroller and Auditor General to raise 
a large contingent of senior officers, divided into teams of specia- 
lists, for conducting efficiency audit in the various specialized 
fields to cover all developmental activities of the Government. 
If attempted, win the cost of such a measure be not prohibi- 
tive ? We are, therefore, of the view that the work of efficiency 
audit should not be assigned to an outside authority like the 
Comptroller and Auditor GeneraFs organisation. 

The Government of India, while not accepting this recom- 
mendation of the Administrative Reforms Commission, has 
stated as follows : 

“While there should be no objection if, in the normal 
course of audit, the C. & A. G. were to give attention to 
financial procedures rather than to indvidual lapses, it is 
felt that any enlargement of the scope of audit activity into 
the sphere of managerial responsibilities or to include pro- 
priety-cum-efficiency audit may have adverse repercussions 
and may hamper efficiency of governmental functioning. 
Government do not, therefore, support the recommenda- 
tion.”^ 

It is, therefore, suggested that the significance of 
the functions of the Comptroller and Auditor General’s 
organisation should not be exaggerated to include efficiency 
audit of all developmental activities of Government. 

This is, however, not to deny the importance of the regularity- 
cum-propriety audit which the organisation of the Comptroller 

»The Government of India has, however, accepted the recommenda- 
tion of the Administrative Reforms Commission for the constitution of 
Audit Boards to conduct performance audit of public undertakings. 
Such Audit Boards have been functioning under the Comptroller and 
Auditor General since April 1969. 
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and Auditor General is already conducting and which should 
continue to remain its responsibility. But, the task of efBciency 
audit should be an internal function carried out by an agency 
under the charge of the Chief Executive of the department/organi- 
sation who is to be ultimately responsible and accountable for 
the achievement of results in terms of the objectives and targets 
laid out for his organisation. The Chief Executive would be 
in a better position to gear such an internal audit agency to the 
needs of his organization keeping in view the various considera- 
tions and maintaining the necessary climate for the proper 
exercise of delegated powers and shouldering of responsibility. 
Higher authorities like the administrative ministry and the 
Cabinet would also be there to sit in judgment on the overall 
performance of a department/organisation. 



8 

The System of 
Financial Advice 


It has been the refrain of various recommendations for 
reforms in the system of budgeting and financial control that the 
control exercised by the Ministry of Finance should be in broad 
terms on issues of policy and the day to day matters of details 
should be left to be looked after by the administrative ministries 
concerned* This would necessitate delegation of adequate 
financial powers to the administrative ministries as well as the 
requisite aids and facilities for a meaningful exercise of such 
powers. An important suggestion, in this context, has been to 
make available to the administrative ministries services of 
financial advisers who could render expert advice and assist 
in an effective exercise of their financial nowers and an 



THE SYSTEM OF FINANCIAL ADVICE 


115 


efficient discharge of their functions. 

A distinction may, however, be made between the role and 
functions of an Internal Financial Adviser and the position of 
an External Financial Adviser. An Internal Financial Adviser 
is an integral part of the administrative ministry which he assists 
in the exercise of its delegated powers and also in the processing 
of cases requiring reference to the Ministry of Finance. He 
does not exercise any powers on behalf of the Ministry of 
Finance. The External Financial Adviser, on the other hand, 
functions on behalf of the Ministry of Finance and also exercises 
some of its powers. He is under the administrative control 
of the Finance Ministry for the proper discharge of his 
functions. In certain situations, however, when he is 
called upon to tender advice to the administrative ministries 
in the exercise of its delegated powers, he does so in addition 
to his duties in the Finance Ministry and therefore combines 
in himself the roles of both the External and the Internal 
Financial Advisers. 

With the increase in the volume of governmental expenditure 
and the complex nature it has gradually assumed, it was felt as far 
back as the late ’thirties of the present century that the adminis- 
trative personnel in the spending departments were not competent 
enough technically to deal with the newly emerging financial 
and economic matters. Absence of financial expertise and 
lack of adequate knowledge of the financial principles and 
procedures in the administrative departments often led to consi- 
derable delays and financial irregularities. The Government 
of India tried to meet the situation by creating in the year 1939 
a cadre of officers known as the ‘Commerce and Finance Pool’, 
which was to specialise in manning posts in the field of economic 
and financial administration. Picked officers from various 
services like Indian Civil Service, Indian Audit and Accounts 
Service, etc., were drawn into this cadre which was placed 
under the administrative control of the Department of Finance. 
The officers comprising the cadre were given intensive training 
in various fields of economic management and financial adminis- 
tration to develop their capabilities to serve efficiently in the 
positions marked for them. The financial knowledge, thus, 
tended to become a specialised forte of these pool officers and 
the Government depended on them for the transaction of 
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financial work. This also resulted in the administrative 
departments not bothering to develop a ‘financial consciousness’ 
within their organisations and treating the Finance Department 
as a repository of all financial competence and wisdom. 

At the time of outbreak of the Second World War there 
were only a few government organisations such as, Defence, 
Posts and Telegraphs and Railways which had a senior func- 
tionary attached to each of them for purposes of rendering 
financial advice. Financial Advisers were attached to Defence 
Department and the Posts and Telegraphs and there was a 
Financial Commissioner for the Railways. But, by and large, 
the general pattern of centralised financial control directly 
through the Department of Finance continued in the case of 
most of the Government departments. This system was, how- 
ever, altered during World War H in the case of the 
Departments of Industries and Supply when a separate division 
of the Department of Finance was established with the functions 
to render financial advice and to work in intimate contact 
with these departments. This change in the organisational 
pattern of the Finance Department was necessitated by the 
circumstances created by the war when new problems 

of expenditure control created by large outlays for war 
purposes had to be tackled urgently. The situation 

called for at least a provisional suspension of the conventional 
rules and procedures in the case of matters intimately 
connected with war efforts. The prevailing procedures for 
concluding contracts with private parties for the supply of war 
materials, which necessitated prior consultation with the 
Finance Department, required to be modified so as to bring 
them in tune with the operational needs of the war. 

There was a felt need for a system of expenditure control 

which would ensure best utilisation of the available resources 
while at the same time facilitating and promoting the war 
efforts. 

The newly evolved system established a Supply Finance 
Division under the charge of a Financial Adviser who was to 
work in close association with the Department of Industries and 
Supplies. The Financial Adviser represented the Finance 
Department and considered the proposals of the administrative 
department on its behalf. However, in the disposal of cases 
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involving significaiit deviations from the normal procedures, 
he was required to have prior consultations with the Finance 
Secretary. The relationship established between the Supply 
Finance Division and the Department of Supplies facilitated 
expeditious disposal of cases. It also enabled the Finance 
Department to examine proposals submitted by the Supplies 
Department in a proper perspective, having knowledge of such 
proposals right from their embryonic stage.^ However, this 
experiment with a system of financial advice, though liked by 
the administrative departments, was abandoned towards the 
close of the War and replaced by the earlier system of centralised 
financial control through the Department of Finance. 

Richard Tottenham who submitted a series of reports 
during 1945-46 on the ‘Reorganisation of Central Government’ 
recommended that every spending department should have a 
trained finance officer of its own as Financial Adviser. He 
wanted such an officer to act more as an officer of the 
administrative department than as a watchdog representative 
of the Department of Finance. Tottenham ascribed most 
of the irritations arising during the process of consulta- 
tions with the Finance Department to limited powers enjoyed 
by the administrative departments. He thought that such a 
friction could be avoided by ‘putting financial responsibility 
more squarely on the shoulders of the spending departments 
and by demanding of them a more intelligent forecast of 
their future financial requirements and a greater interest in 
the economical expenditure of their grants.’^ Nothing 
came out of the recommendations made in this respect by 
Tottenham, as the climate then was not conducive to consi- 
deration of the problems like financial reorganisation. The 
Government’s attention was engaged in more pressing political 
issues of the time. 

The next attempt in this direction came from another 
Committee known as the Secretariat Reorganisation Committee 
also known as the Bajpai Committee or Officer Shortage 


^The Supply Finance Division had a Cost Accounting Organisation 
to assist it in its function of carrying out technical examination of the con- 
tracts. 

‘^R. Tottenham, Report on the Reorganisation of the Central Govern- 
ment, 1645-46, p, 13. 
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Committee, which submitted its report in August 1947. 
The deliberations of the Committee were, inter alia, greatly 
concerned with the problem of delay in the transaction of 
government business. Delays were particularly noticeable in 
matters involving consultations with the Department of 
Finance. This problem had to be viewed in the context of 
post-war reconstruction and development which the Government 
had undertaken. The Committee, therefore, recommended that 
the day-to-day scrutiny of proposals of the administrative depart- 
ments should be done by finance officers (officials of the Finance 
Department) each one of whom should be placed in direct 
relationship with an administrative department or a group of 
departments. The Committee envisaged the role of the Finance 
Department as one of giving guidance and advice to the adminis- 
trative departments rather than interfering in their day-to-day 
work. The Committee also recommended that the rank of the 
finance officer attached to an administrative department should 
not be less than that of a Joint Secretary so that his 
advice would carry weight with the secretary of the depart- 
ment. The administrative secretary could rely on the advice 
tendered by such a senior officer as embodying, in most of the 
cases, the answer of the Finance Department. In line with 
this thinking the Committee considered that posting too many 
junior officers to assist the Attached Finance Officer would not 
be good as it was likely to keep the Finance officer out of the 
administrative picture and would nullify the whole objective of 
the scheme. The recommendations of the Secretariat Re- 
organisation Committee, however, did not result in any change 
in the then existing pattern of financial control. 

This was followed by another administrative reforms enquiry 
conducted by the Economy Committee. The Economy Com- 
mittee which submitted its report in 1949 described the control 
exercised by the Ministry of Finance as “ritualistic and ineffective 
rather than intelligent and progressive”. It advocated a role for 
the Ministry of Finance in which its assistance could be 'cons- 
tructive’ rather than ‘obstructive’. Also, the Committee found 
that there was not much of a complaint from those ministries 
which had financial advisers from the very beginning such as 
Defence. The same was the case with the Ministry of Industry 
which had the tradition of associating financial advisers rather 
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intimately with their administrative work. Moreover, by the 
year 1949, the administrative implications of the post-partition 
problems had become clear and also the committee had in mind 
the successful working of the Financial Adviser system during 
the war. The Committee, therefore, recommended : ‘‘that the 
Joint and Deputy Secretaries in Expenditure Divisions should be 
geographically so located as to sit near one or more of the minis- 
tries to which they are accredited and the ministries should be 
encouraged to consult them at as early a stage of the proposals 
as possible. The present sense of frustration should then decrease. 
In order to emphasise the advice aspect, the officers should be 
designated ‘Financial Advisers’.” The Committee also recom- 
mended that the Financial Advisers should be given extensive 
powers. It did not approve of the then existing practice of the 
accredited divisions not taking decisions themselves on the 
proposals for creation of posts submitted by the administrative 
ministries. Such proposals were referred by the accredited 
divisions to the Establishment Division (of the Ministry of 
Finance) which coordinated action on them. 

In November 1949, even before any action could be taken 
on the recommendations of the Economy Committee, N. 
Gopalaswami Ayyangar, then a minister in the central cabinet, 
submitted his report to the Government, suggesting certain 
administrative reforms. While recognising that there was far 
too much centralisation resulting in considerable delays in 
obtaining financial sanctions, Ayyangar was of the view 
that the entire fault did not lay on one side only. He stated, 
‘1 have no doubt that the administrative ministries and depart- 
ments are also to blame. Even in norma! times, the interests 
of the tax-payers could not be left entirely to the spending 
departments.”® While recognising the need for reform in the 
system of financial control, Ayyangar felt that a radical 
departure from the existing procedures was not warranted. He 
thought that the problem could be tackled by bringing about 
“such changes in the machinery and procedure as would render 
the processes of expenditure sanction more intelligent, well- 
informed and speedy, and thereby remove the sense of frustration 
which afflicts, at any rate, several ministries and departments 

3N. Gopalaswami Ayyangar, Report on Reorganisation of the Govern- 
ment, Government of India, 1949, p. 50. 
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at present; and, at the same time, to tighten up the process of 
budget control of expenditure and to promote economy- 
consciousness and a sense of financial responsibility throughout 
all administrative departments, which are the really effective 
safe-guards against extravagance.”^ 

Ayyangai advocated a permanent financial advisory 
organisation for the administrative ministries on the pattern as 
existed in the Ministry of Defence. He, however, thought that 
multiplication of similar agencies for each department to deal 
with a relatively small volume of work would neither be necessary 
nor administratively feasible as ‘it would not be possible to 
allocate to each department an officer of sufficient seniority and 
experience who can be entrusted with the requisite degree of 
delegated authority.”^ In working the changed system of 
financial control suggested by him, the dearth of competent and 
senior finance personnel was considered to be a serious problem 
to be reckoned with. He commended : “A Financial Adviser 
whom necessary authority is not delegated would be useless. 
Equally useless would be a financial advisory organisation which 
is not located in close proximity to the administrative organi- 
sation which it is intended to serve and is linked with it on a 
practically permanent basis.”^ To overcome the problem of 
shortage of senior personnel, he suggested, as an alternative, 
that the Ministry of Finance should be reorganised into two 
departments. One of these departments could be assigned the 
task of dealing with proposals of civil expenditure, and the 
other could concern itself with the control of defence expenditure. 
The control of civil expenditure should be the entire responsibility 
of the Civil Finance Department which should be vested with 
full authority for the purpose. Ayyangar also recommended 
that the Department of Civil Finance should be so organised 
as to enable improved functioning of its divisions associated with 
different administrative ministries. 

The weakness of the administrative ministries in developing 
financial competence of their own was markedly noticed by 
Paul H. Appleby who observed in his second report submitted 


*N. Gopaiaswami Ayyangar, ci A, p. 50-5!. 
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to the ' GoverEiiient of India : 

''The present system has the character of a vicious 
circle in which exclusive reliance on Finance, and in less 
degree on Home Affairs, has prevented the programme 
ministries from developing a competence in the translation 
of technical schemes into sound and convincing budgetary 
and expenditure proposals. Indeed, the schemes never 
are so translated ; the judgement of Finance officials 
is a substitute for a systematic formulation. Because the 
necessary capacities of the ministries have not been 
developed, it is explained that Finance must exercise a 
programmatic judgement as a concomitant of its financial 
function, and reiiance on the exercise of this function tends 
to grow instead of diminishing^.” 

He had also remarked in the same report : 

“The expenditures control is used to far too great an extent 
as a substitute for good budgeting; it is a way of making 
the actual budget after the putative budget has been presented 
to and approved by the Parliament®”. 

Also, the system under which the Finance Ministry attached 
one of its officers to an administrative Ministry as Financial 
Adviser did not find favour with Appleby. 

At the request of the Public Accounts Committee, 
A, K. Chanda, the then Comptroller and Auditor General of 
India, formulated his suggestions for reforms in the system of 
financial Control® His main line of thinking was that financial 
scrutiny should be conducted in two parts : (i) broad and 
overall scrutiny located in the Finance Ministry, and (//) detailed 
scrutiny, at expert level, located within the administrative 
ministries. He considered that the financial advice tendered 
by the Ministry of Finance to the administrative ministries was 
somewhat unreal. He was of the opinion that financial advice 
and assistance should be available within an administrative 
ministry itself. It was only then that the principle of 

^Paul H. Appleby, Re-examination of India*s Administrative System^ 
op. cit., p. 33. 

mid, p. 21. 

**His suggestions were later included in an Appendix to the Audit 
Report— Civil, 1955. ' 
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administrative responsibility could be adequately implemented. In 
the existing systems he pointed out that there was a divorce 
between authority and responsibility. He, therefore^ recommend- 
ed that the administrative ministries should be provided 
with Internal Financial Advisers- These officers could be 
drawn from a panel of officers, constituted with the approval 
of the Union Finance Minister. They should, however, be 
inter-changeable between the Finance Ministry and administra- 
tive ministries at suitable intervals. 

Chanda recommended that the Internal Financial 
Advisers should be associated in the exercise of delegated powers 
by the administrative ministries- Such a course alongwith 
delegation of enhanced financial powers to the administrative 
ministries would prove immensely helpful in improving 
financial administration. It would also bring together the 
administrative authorities and the financial experts to work 
out expenditure proposals as a joint endeavour. Such a system 
should promote efficiency and economy and result in speedy 
implementation of projects. It should also arouse financial 
consciousness of various levels of spending authorities. The 
Internal Financial Adviser could also be helpful in organising 
a machinery for watching the progress of expenditure within the 
administrative ministry and for assessing achievements in the 
implementation of programmes. He could devise such techniques 
for the purpose as would enable him to discharge his responsibili- 
ties in a most efficient manner. Chanda thought that the 
introduction of the scheme of decentralisation of accounting 
responsibilities to administrative ministries would be of great 
help to these finance officers for effectively organising the processes 
of expenditure control. 

By this time the Government of India was already seized 
of the question of reforms in the system of financial control. 
They had adopted the line of thinking that budgetary and financial 
competence should be developed in the administrative ministries 
so that their proposals involving expenditure and requiring 
financial advice could be properly vetted to enable financial 
concurrence to be accorded as expeditiously as possible. 
Accordingly, a scheme was introduced in 1956, on an 
experimental basis, in the Ministry of Irrigation and Power 
under which an Internal Financial Adviser of the rank of a 



THE SYSTEM OF FINANCIAL ' ADVICE 


123 


Deputy Secretary to the Government of India was posted with 
functions to scrutinise all financial proposals relating to the 
multipurpose projects, etc., and to assist the Secretary of the 
Ministry in all fiimncial matters. 

The suggestions of Chanda were, therefore, thoroughly 
considered in Government, and the Ministry of Finance 
in its reply^® furnished to the Public Accounts Committee 
observed as follows : 

‘‘While the objective of the Government of India is that the 
Indian system of financial advice and control should be 
ultimately modelled on the U.K. pattern^, where there is a 
financial expert in charge of an internal financial organisa- 
tion working inside each ministry, it must be recognised 
that the shortage of trained finance officers in India 
and the dilference between the U.K. and India in regard to 
the organisation of the civil services make it necessary to 
introduce the scheme of appointment of internal financial 
advisers in the ministries of the Government of India 
only gradually and with suitable adaptations that may be 
found necessary in the light of actual experience.... 
Conditions in India at present are somewhat different 
and while it is accepted that internal competence must be 
developed in the Ministries as much as possible, (for 
example, by the exchange of officers between Finance and 
administrative ministries) the extent and nature of the 
control to be exercised by the Finance Ministry must be 
left to be determined by the Finance Minister in a manner 
which will enable him to discharge adequately his responsi- 
bilities to the Cabinet and to the Parliament”.^^ 

The reply of the Finance Ministry also referred to 
the arrangements introduced a little before foi tendering financial 
advice to the administrative ministries. Under the new scheme, 
an officer of the rank of Under Secretary or Deputy Secre- 


^®The Ministry of Finance (Department of Expenditure) in its reply 
submitted in July 1957 to the Public Accounts Committee gave its comments 
on the proposals of Chanda. 

“Public Accounts Committee, Second Lok Sabha, Eighth Report 
on Budget Estimates and Financial Control, Lok Sabha Secretariat, 
New Delhi, April, 1958, Annexure 11, p. 27. 
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tary depending upon the nature of the work to be handled, had 
been appointed as Attached Financial Adviser to each 
administrative ministry or department. The attached financial 
adviser was to be available to the administrative ministry in its 
day-to-day work of financial nature and also for consultations 
from the earliest stages of the formulation of a scheme or a 
project. The Ministry of Finance in its i^eply expressed the hope 
that the new arrangements would train up a large number of 
personnel who could be utilised for building up an internal 
financial organisation within each administrative ministry. 

The Attached Financial Adviser scheme referred to in the 
Finance Ministry’s reply to the Public Accounts Committee, 
was introduced in early 1957 by the then Finance Minister 
T, T. Krishnamachari.^*^ Krishnamachari was critical of the 
then existing arrangements; and he unfolded his thinking 
on the subject in a meeting of secretaries and senior officials 
held in January 1957. He was of the opinion that the Financial 
Adviser was to be a functionary who enjoyed the confidence 
of the Finance Ministry and therefore, the question of 
the administrative ministry choosing such an officer did not 
arise. Under the Scheme introduced by him, an officer of the 
rank of a Joint Secretary was accredited to one or a group of 
ministries to tender financial advice. He was assisted by 
Attached Financial Advisers of the rank of either Under Secretary 
or Deputy Secretary, who were located as close as possible to 
oiEce of the secretary of the administrative ministry to which 
they were attached. As mentioned earlier, the Attached Financial 
Adviser was to be readily available to the administrative 
ministry for financial advice on all proposals emanating 
from that ministry. However, where necessary, the A.F.A. 
could seek orders from the Joint Secretary (Financial Adviser) 
who was in overall charge of the function of financial advice. 

With a view to avoiding waste of time and labour in the 
preparation of schemes, the administrative ministries were 
asked to acquaint the Attached Financial Adviser with the various 
aspects of an expenditure proposal right from the earliest stage 
and to have adequate consultations with him before a scheme 


T. Krishnamachari had assumed charge as Union Finance 
Minister in October 1956. 
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was formulated. 

The Attached Financial Adviser, though borne on the 
strength of the Ministry of Finance, was directed to v/ork as if 
he was an officer of the administrative ministry. He was to render 
all assistance to the secretary of the administrative ininistry 
in the preparation of budget estimates. 

The Attached Financial Adviser scheme, however, foiled 
to solve the problem of providing a suitable machinery to the 
administrative ministries for obtaining expert financial advice 
in the transaction of their business. The scheme was criticised 
from many quarters. Shri A.K. Chanda, while commenting on 
the scheme in his book entitled “Indian Administration” observed 
as follows : 

“It is difficult to comprehend how this plan can give 
a greater sense of financial responsibility to the Ministries. 
The mere use of the magic word ‘attached’ has brought 
about neither a change in the pattern of control nor a psy- 
chological transformation in the finance or the administrative 
officers. Previously, it was the ‘accredited’ Joint Secretary 
(level of third Secretary in the Treasury) who was required 
to discuss with a Departmental Secretary broad issues 
of the department’s plan and programmes and to 
settle points in dispute. Not only is the reduction in the 
rank of Financial Adviser available to a Secretary 
derogatory to his position as Secretary to the Government 
but it is also likely to slow down departmental business 
and leave many issues unsettled for further discussion 
with the Ministry of Finance at a higher level. The transfer 
of ‘functionar control of the Budget Branch to the Attached 
Financial Adviser is also a retrograde step, since it 
limits further the authority of the departmental Secretary. 
It is unfortunate, therefore, that the prestige of the Ministry 
of Finance has been allowed to come repeatedly in the way 
of rationalising secretariat procedures. It is axiomatic 
that, if control is vested in the administrative ministry 
as elsewhere, not only will there be a considerable saving 
of manpower, a consideration important in itself, but 
the disposal of business and the execution of projects mil 
also be speeded up, a consideration far more important 
in the planned development of the country’s economic and 
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industrial Strength”.^® 

The Attached Financial Adviser Scheme did not continue 
for long. The experience gathered from the operations of 
the system, however, suggested the necessity of entrusting 
financial responsibility in day-to-day matters to the adminis- 
trative ministries and providing them with the assistance of 
proper personnel equipped with adequate financial competence. 
The Public Accounts Committee of the Second Lok Sabha in 
its Eighth Report on Budget Estimates and Financial Control 
dwelt upon the subject of financial reforms and picked up the 
line of suggestions made earlier by A. K. Chanda in his 
capacity as the Comptroller and Auditor General of India. 
The Committee recommended that the control exercised by the 
Ministry of Finance should, as far as possible, be restricted 
to matters of policy ; and the detailed review of the proposals 
at the pre-budget stage and the post-budget imphmentation 
and control of programmes and activities should be entrusted 
to the administrative ministries. In short, the Public Accounts 
Committee reviewed the whole system of budgeting and financial 
control and recommended the adoption of Chanda’s scheme 
with some necessary modifications. 

Based on the suggestions of A. K. Chanda and as 
a sequel to the recommendations of the Public Accounts 
Committee, the Government of India introduced a scheme of 
delegation of financial powers which could be considered an 
important break through in the history of budgeting and financial 
control The new arrangements made effective from August 
20, 1958 covered, inter alia, the system of financial advice. 
Under the new scheme, the administrative ministries were given 
finance officers of appropriate status, designated as Financial 
Adviser, Deputy Financial Adviser and Assistant Financial 
Adviser, to function as their Internal Financial Advisers. 
These financial advisers formed part of the administrative 
ministry to which they were attached and were paid from the 
budget grant of that ministry. They were required to help 
and advise the administrative ministry in its budgetary, 
financial and related work and to assist it in a proper exercise 

^^Asok Chanda, Indian Administration, George Allen & Unwin, 
London, 1967, pp, 229-230. 
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of control over expenditure against appropriations. The 
Internal Financial Adviser was kept subordinate to the secretary 
of the administrative ministry* But it was provided that the 
cases where the advice of the Internal Financial Adviser was 
not accepted should be brought to the notice of the Ministry 
of Finance and the Comptroller and Auditor General of 
India. The financial reforms introduced in August 1958 also 
provided for the delegation of enhanced powers to the adminis- 
trative ministries* It was, however, made mandatory on the 
administrative ministries to consult the Internal Financial 
Adviser in the exercise of their newly delegated powers. But they 
could exercise the powers delegated to them before the year 

1958 without consulting the Internal Financial Adviser. 

Before the scheme of 1958 had been worked over a sufficient 

length of time as to receive a fair trial, proposals came to be 
mooted for merging the functions of the internal and the external 
financial advisers in the same official It happened in February 

1959 hardly six months after the earlier scheme was 
put into operation. The shortage of trained finance personnel 
was to a large extent responsible for prompting such a move. 
Also, the absence of a clear distinction between the 
responsibilities of internal and external financial advisers led to 
such a move for merger finding acceptance amongst some of the 
administrative ministries. It was considered that financial 
scrutiny at two stages, first by the Internal Financial Adviser 
and then in the Ministry of Finance involved avoidable delay. 

Therefore, in less than a year after the introduction of the 
scheme, the system of separate Internal Financial Adviser was 
retained only in a few administrative ministries, namely, Home 
Affairs, Labour and Employment, Transport, Irrigation and 
Power, and Iron and Steel. In the case of most of the 
administrative ministries a combined financial set-up was intro- 
duced under which the officers of the Finance Ministry 
functioned, in addition, as financial advisers to these ministries. 
Such ministries, therefore, did not have to position internal 
financial advisers. The Ministry of Finance also decided, in 
1959, to bring over the officers and staff of the finance 
branches of these ministries to the Department of Expenditure 
to give full effect to the scheme of combined financial advice. 
Such a measure was calculated to enable an economical 
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iitilisatioii of the personnel available for financial advice work. 
Exception was, however, made in the case of Ministries of 
Irrigation and Power, Home Ajffairs, and Labour and 
Employment, in whose cases both the internal and the 
external financial advisers continued to function. The 
Mioistry of Irrigation and Power considered the presence with 
it of an Internal Financial Adviser as necessary to enable easy 
avaiiability of expert financial advice in the formulation and 
execution of the various schemes and multipurpose projects 
it was concerned with. The Ministries of Home Affairs and 
Labour and Employment also preferred to continue with the 
scheme of Internal Financial Adviser. They had already posi- 
tioned for this purpose officers of the rank of Deputy 
Secretary who were also assigned the function of looking after 
the work of Finance and Budget sections of the ministries. 

As a result of a review of the earlier reforms and also a 
greater awareness of the problems that confronted the implemen- 
tation of the Five Year Plans, another scheme for financial 
reforms was introduced in September 1961, on an experimental 
basis, in three administrative ministries and one department. 
This scheme which was introduced for a period of six months 
only, was later extended to all the ministries from June 1, 1962. 
The new scheme envisaged the financial adviser as an integral 
part of the administrative ministry. He was to be responsible 
for overseeing the preparation of the budget estimates and for 
ensuring that in the process of incurring expenditure the adminis- 
trative ministry observed the financial principles and procedures. 
He was also to watch the progress of expenditure to guard against 
any excess over the Budget allotment. For carrying out such a 
function, he was to make necesssary accounting arrangements 
within the administrative ministry. In addition, he was required 
to tone up financial administration of the administrative 
ministry by instituting the necessary system of reporting and test 
checks. He was considered to be an important link between the 
administrative ministry and the Ministry of Finance to establish 
and maintain the necessary liaison with the latter. 

Under the scheme of 1962, it had been provided that the 
secretaiy of the administrative ministry would be the final 
authority to decide each issue after obtaining the advice of 
the financial adviser. Whereas under the scheme of 1958, 
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instances of disagreement between the secretary of the adminis- 
trative ministry and the financial adviser were to be conveyed 
to the Ministry of Finance and the Comptroller and Auditor 
General of India, the scheme of 1962 dispensed away with such 
conditions and made the administrative secretary as the actual 
authority in dealing with matters both of administrative and 
financial nature. 

Another scheme delegating enhanced financial powers to 
the administrative ministries was introduced by the Ministry of 
Finance on October 18, 1968.^*^ The scheme lays stress on the 
requirement that competent financial advice should be available 
internally within the administrative ministries. It has dis- 
favoured the system of Finance Ministry officials being available 
for consultation to the administrative ministries in their delegated 
field. It has, therefore, prescribed a time limit for stopping 
such a practice and has exhorted those of the administrative 
ministries which do not, at present, have their own internal 
financial advisers to organise their internal financial cells.^^* 
The scheme envisages the Internal Financial Adviser to be in 
overall charge of the internal finance section as well as of Budget 
and Accounts section, ^he scheme of 1968 further specifies 
the functions of an Internal Financial Adviser as follows : 

“(1) to ensure that the schedule for preparation of budget 
is adhered to by the ministry and the budget is drawn 
up according to the instructions issued by Finance 
Ministry from time to time; 

(2) to scrutinise budget proposals thoroughly before 
sending them to Ministry of Finance; 

(3) to see that complete departmental accounts are main- 
tained in accordance with the requirements under the 
G.F.Rs. It should, in particular, be ensured that the 
ministry not only maintains accounts of expenditure 
against the Grants or Appropriations directly controlled 
by it but also obtains figures of the expenditure incurred 


^^Government of India, Ministry of Finance (Department of Expen- 
diture), Office Memorandum No. F. 10(3)— E(Coord.)/67 dated the 18th 
October, 1968. 

^^The scheme stipulated that officials of the Finance Ministry would 
not be available for consultation to the administrative ministries in their 
delegated field beyond April 1, 1969. 
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by tbe subordinate offices so that the ministry has a 
complete month to month picture of the entire expendi- 
ture falling within its jurisdiction; 

(4) to watch and review the progress of expenditure against 
sanctioned grants through maintenance of necessary 
control Registers and to issue timely warnings to control- 
ling authorities where the progress of expenditure is 
not even; 

(5) to ensure the proper maintenance of the Register of 
Liabilities and commitments as required under the 
G.F.Rs. to facilitate realistic preparation of budget 
estimates, watching of book debits and timely surrender 
of anticipated savings; 

(6) to screen the proposals for supplementary demands for 
grants; 

(7) to formulate the foreign exchange budget of the ministry 
and to process individual cases for release of foreign 
exchange in accordance with the instructions issued by 
Department of Economic Affairs from time to time; 

(8) to advise the administrative ministry on all matters 
falling within the field of delegated powers. This 
includes all powers other than those devolving on a 
ministry in its capacity as head of office. It has to 
be ensured by I.F.A. that the sanctions issued by 
adnainistrative ministry in exercise of delegated powers 
clearly indicated that they issue after consultation 
with I.F.A. ; 

(9) to identify, in particular, specific savings in cases of 
creation of posts and to maintain a register for this 
purpose; 

(10) to scrutinise proposals for re-delegation of powers 
to subordinate authorities; 

(1 1) to keep himself closely associated with the formulation 
of schemes and important expenditure proposals from 
their initial stage; 

(12) to associate himself with the evaluation of progress/ 
performance in the case of projects and other continuing 
schemes and to see that the results of such evaluation 
studies are taken into account in the budget formula- 
tion; 
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(13) to watch the settlement of audit objections, inspection 
reports, draft audit paras, etc.; 

(14) to ensure prompt action on Audit Reports and 
Appropriation Accounts, Reports of P.A.C., Estimates 
Committee and Committee on Public Undertakings; 

(15) to screen all expenditure proposals requiring to be 
referred to Finance Ministry for concurrence or com- 
ments; 

(16) to ensure regular and timely submission to Finance 
Ministry of quarterly staff statements and other reports 
and returns required by Finance. 

It has further been provided under the scheme that the 
Internal Financial Adviser should be consulted in all cases 
before the exercise of delegated powers. It is, however, open 
to the administrative secretary to over-rule the advice tendered 
by the Internal Financial Adviser by an order in writing. It 
is made clear that full responsibility for the decisions taken in 
exercise of the delegated powers rests on the administrative 
ministry irrespective of whether a decision is in accordance with 
the advice given by the Internal Financial Adviser or not. 

Under the scheme, the ministries have been given complete 
freedom to appoint Internal Financial Advisers of their choice. 
They may, however, seek help of the Finance Ministry in this 
matter if they so wish. The scheme states that the officers 
selected for the position of Internal Financial Adviser 
should undergo a short course of training in the Ministry of 
Finance. This may not be necessary for those experienced 
officers who are drawn for these posts from the Finance Ministry 
itself. It has also been provided under the scheme that where, 
in the opinion of ministries, an Internal Financial Adviser 
can not be provided with full-time work of the type delineated 
in the scheme, he may be assigned additional duties within the 
ministry. In the alternative, the scheme provides that one or 
more Ministries could be suitably grouped to be served by a 
common Internal Financial Adviser. 

^ The question of the role and functions of financial adviser 
has recently been deliberated upon by the Administrative Reforms 
Commission/ To assist the Commission, the subject had 
also been thoroughly examined by some of the expert bodiei^ 
constituted by the Commission, namely, Study Team on Financial 
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Admimstratiori, Study Team on Machinery of the Government 
of India and its Procedures of Work, and Working Group on 
Financial Rules 

^e Study Team on Financial Administration recommended 
the appointment of a senior officer with adequate background 
and training as financial adviser to assist and advise the secretary 
of the administrative ministry in' the exercise of the financial 
powers delegated to the ministr>^'^' The administrative secretary, 
it thought, should be vested with powers to over-rule the financial 
adviser without having to report the fact to any outside authority; 
and the financial adviser should function under his administrative 
controL "^e should be responsible for organising and looking 
after the work of the Finance and Budget Cells of the iiiinistry/ 
The Finance branches of the administrative ministries should 
be suitably strengthened, and staffed with qualified and well- 
trained personnel. JPhe Study Team envisaged the financial 
adviser as amongst the most important officers of the administra- 
tive ministry. In addition to organising an elfective financial 
management within the ministry he was to be responsible for 
establishing and maintaining the necessary liaison with the 
Ministry of Finance. 

The Study Team, while envisaging the financial adviser as 
an integral part of the administrative ministry, recommended 
his appointment to be made with the concurrence of the Ministry 
of Finance. They felt that the administrative secretary should be 
competent to make an annual assessment of the performance of 
the financial adviser, as he does in the case of other offi:ers of 
the ministry. However, the Study Team thought That in order to 
ensure greater objectivity and better assessment of the professional 
and technical aspects of his work’, an additional report on the 
work of the financial adviser should be made by the Secretary in 
the Department of Expenditure, to form part of his (F.A.) annual 
confidential report. According to the Study Team, the positioning 
of an Internal Financial Adviser should be obligatory on each 
administrative ministry. However, if the workload in a ministry 
was not sufficient for the financial adviser to be occupied whole- 
time, the Government could entrust him with the work of more 
than one administrative ministry. 

The Study Team was of the view that it would be of 
advantage if a uniform set of rules were framed to govern the 
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procedures of the administrative ministries for consultation 
with the Financial Adviser. It also emphasised the need for the 
administrative ministries exercising fully the powers delegated 
to them. It suggested that the Ministry of Finance should 
refuse to offer advice on matters which fell within the competence 
of the administrative ministries. Such a step would ensure 
taking decisions on their own by the administrative minis- 
tries in all matters falling within their field of responsibility. 

Study Team recommended that financial advisers 
should be chosen from amongst those having background of 
administrative experiences/^ and they should at an appropriate 
stage be given adequate orientation for their job. It also 
advocates the principle of periodical inter-change of financial 
advisers with officers of equivalent level in the administrative 
departments. This should, the Study Team thought, enrich the 
experience of both the categories of officers and ensure sounder 
finance and effective administration. 

<Fho Administrative Reforms Commission in its report on 
‘Finance, Accounts and Audit’, submitted to the Government 
in Jaiiuary 1968, agreed, by and large, with the suggestions of 
its Study Team on Financial Administration legarding the 
functions and role of financial advi^. The Commission 
incorporated in its report the following recommendations for 
the consideration of the Government. 

“(1) It should be obligatory for each ministry to have a 
whole-time Internal Financial Adviser of adequate 
seniority and rank. This officer should be placed in 
charge of the Finance and Budget Cell of the Ministry 
and should be responsible for the financial 
management and control within the ministry’s 
field of responsibility. He should not be entrusted 
with any other work of the administrative ministry 
like personnel work of office management, etc. It 
should be open to the Government to entrust one officer 
with the work relating to more than one ministry/ 
department; 

(2) The procedure for consultation with the Financial 
Adviser and the type of cases in which he would be 
consulted should not be left to the discretion of 
individual ministry. A set of model rules should be 
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framed for the guidance of admmistrative ministries 
. Jn' this matter; 

(3) The Finance and Accounts Branches of the administra- 
tive ministries should be suitably strengthened wherever 
necessary and staffed with qualified and well trained 
personnel ; 

(4) The Finance Ministry should help the administrative 
ministries to organise well-equipped Internal Finance 
Branches. For this purpose, it will be necessary to 
(/) ensure proper training of the junior officers, and 
(ii) provide for officers in the middle levels suitable 
opportunities to acquire varied experience and 
knowledge of public administration; 

(5) The Financial Adviser should bring to his assignment 
a background of field experience and at an appropriate 
stage he should be given such orientation as to equip 
him for the role and functions of Financial Adviser. 
The officers without a similar background should be 
provided this experience as early as possible in their 
careers as Financial Adviser; 

(6) There should be a provision for periodical inter-change 
between the officers of the Finance Branches and other 
branches of administration.” 

The Commission’s Study Team on Machinery of the 
Government of India and its Procedures of Work also dwelt 
upon a similar problem in the context of Government’s organisa- 
tional set-up. According to this Study Team, one of the 
important reasons for too frequent a reference to the Ministry 
of Finance in the field of financial management is the 
absence of adequate intra-ministry arrangements for financial 
advice and control Existing financial delegations with the 
ministries would operate more efficiently and further delegations 
to them might become possible if this gap were to be made 
good. The Study Team, therefore ,recommended that there 
should be a chief finance officer in every ministry to look after all 
aspects of the ministry’s financial management. This office 
should be headed by a Chief Finance Officer and be responsible 
for : (0 overall office management for the ministry, (ii) organisa- 
tion and methods, (///) parliamentary work concerning the 
ministry, and (iv) co-ordination in administrative matters. By 
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assigning these functions to the chief finance office, the attempt 
of the Study Team was to lodge in the same office responsibilities 
for ensuring both economy and efficiency in the transaction of 
the work of the ministry. To ensure that the advice tendered 
by the Ghief Finance Officer was independent and mature and 
also carried weight with the administrative officers concerned 
the Study Team recommended that his status should be that of 
a senior officer of the rank equivalent to that of a Joint Secretary. 
He should be a whole-time functionary of the ministry. In 
the case of small ministries, however, he could be assigned the 
additional duties of functioning as a chief personnel officer. 

The Working Group on Financial Rules was constituted by 
the Commission to examine in detail the rules and regulations 
which embody delegations of a financial nature. In this context, it 
also considered the position of the financial adviser. In its report 
submitted in December 1968, the Working Group included 
a set of rules to be called “The Government of India (Consulta- 
tion with Financial Adviser) Rules” and suggested their circula- 
tion by the Government to the various ministries to provide 
them with guidelines in their dealings with the Financial Adviser. 
This set of model rules has been commended by the Administra- 
tive Reforms Commission for consideration by the Government. 
The rules as proposed by the Working Group are given in 
Appendix II. 

With the enhancement of powers of the administrative 
ministries over larger areas of responsibilities, the availability 
of expert advice to them on diverse and sometimes complex 
financial matters is of utmost importance. The need for develop- 
ing cost consciousness within the spending departments and 
agencies has been repeatedly emphasised. Developing financial 
competence within the administrative ministries and taking up 
of measures to tone up and strengthen their financial manage- 
ment has, therefore, become imperative to enable the ministries 
to discharge their functions in an efficient and economical 
manner. It has been considered that the posting of a financial 
adviser in an administrative ministry, (making his expertise 
available to it), should prove of great help in solving many a 
financial problem arising in the day-to-day working of the 
ministry. 

The need for providing the administrative ministries with 
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the services of an expert to tender financial advice and to 
supervise their finance, budget and accounts work assumes 
added significance in the context of a scheme of performance 
budgeting which the Government have decided to introduce. 
There cannot be any gainsaying the fact that the Budget and 
Accounts Cells in a ministry are to constitute the focaf agency 
for working the technique of performance budgeting. These 
cells are to provide the necessary link for maintainiiig 
adequate liaison with the Ministry of Finance, and would be 
responsible for ensuring that the various documents and reports 
required by the Ministry of Finance are supplied in time. The 
quality and adequacy of the reports prepared by these cells 
would be an important factor in facilitating a meaningful and 
effective Parliamentary financial control. 

The increasing importance which the Budget and Accounts 
Cells are to assume under a scheme of performance budgeting 
can be appreciated from the nature of functions they would be 
called upon to discharge. In addition to their traditional role 
of assisting the ministry in watching the progress of expenditure 
against the appropriation, they would be assigned the work of 
implementing the various facets of the technique of performance 
budgeting, namely, preparation of the activity budget, 
providing the necessary accounts support, consolidating the 
various information channels into a reporting system to facilitate 
effective and sound decision-making at higher levels and 
assisting the top management in evaluation and review of per- 
formance at various levels. 

It is generally agreed that our present accounting system 
is not adequate to serve the needs of the administrative minis- 
tries especially in correlating financial accounts with physical 
accounts. Also, the existing reporting system based on the 
present accounting arrangements does not, by and large, provide 
well-organised information regarding physical achievement of 
planned targets in relation to the cost incurred. The present 
accounting and reporting system, though serving the purposes 
of appropriation control, badly lacks as a tool of management. 
It would, therefore, be an important function of the Budget and 
Accounts Cell in a ministry to devise accounting and reporting 
methods and procedures in order to ensure a sound financial 
management and an effective working of the system of 
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performance budgeting. In view of all this and the complex and 
extended responsibilities which have devolved on the adniinis- 
trative ministries and its officers in the wake of developmental 
plans, the importance of positioning a financial adviser in each 
administrative ministry to assist it in financial matters and to 
siipervise the functioning of its Budget and Accounts Cells can 
be hardly over-emphasised. 

It is, however, not understood as to why the Delegation 
Scheme of 1968 should treat an Internal Financial Adviser as 
differently from any other Joint Secretary in the administrative 
ministry. The role of the Financial Adviser is to advise and 
assist the administrative secretary in financial matters as is done 
by the other Joint Secretaries in other matters. It should be left 
to the administrative secretary, who is ultimately to assume full 
responsibility for a decision taken, to utilise the services of and 
take work from the Financial Adviser in whatever way he con- 
siders best. What use is made of the presence of a Financial Ad- 
viser in the Ministry should be left to be decided ultimately by the 
personal equation which comes to be established between the 
administrative secretary and the Financial Adviser and the extent 
of confidence which the former reposes in the latter. The 
administrative secretary need not be under any compulsion to 
consult the Financial Adviser in all cases of the exercise of dele- 
gated powers. If he has strong reasons to do otherwise, he may 
have the freedom to bypass the Financial Adviser and take 
the decision all by himself It is enough that he assumes full 
responsibility for his actions and is accountable for the results. 
We may add here that the nature of expertise of the Financial 
Adviser being such that the administrative secretary would be 
very much inclined to consult him in all matters having financial 
bearing. However, we are not in favour of providing any 
restrictions in the delegation scheme whereby an administrative 
secretary is bound to consult the Financial Adviser while exer- 
cising the delegated powers and has to record in writing his 
reasons for over-ruling the Financial Adviser in any particular 
case. 

We are of the opinion that too rigid wails should not be 
erected around the financial adviser and the function of financial 
advice. The endeavour of every secretary should be to train each of 
the officers as his own financial adviser so as to become adequately 
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equipped to dispose of a good many cases of financial implica- 
tions where he feels confident about Ms knowledge of rules 
and is prepared to take full responsibility.^® It is only to deal 
with difficult and complicated financial matters that a hierarchy 
of finance officers headed by the Financial Adviser and carved 
out of the existing administrative cadre should exist to tender 
expert advice when called upon. Such a hierarchy of finance 
officers should be subordinate to and function under the adminis- 
trative control of the secretary of the administrative ministry. 
Some common functions of the administrative ministry like 
managing the budget and accounts work and preparation of 
budget estimates may be put under the charge of these finance 
officers. However, the primary responsibility for effective 
financial control should remain that of the administrative and 
executive officers functioning at various levels. Such a course 
would considerably reduce the workload on the staff of the 
organisation of the Financial Adviser and leave them with 
enough time to attend to those important and complex financial 
matters which the administrative and executive officers could not 
dispose of by themselves. 

The Financial Adviser being amongst the most important 
officers of the ministry, the administrative secretary should be 
allowed some choice in his selection. Once appointed, the 
Financial Adviser should form an integral part of the adminis- 
trative ministry assisting the secretary in the same way as any 
other Joint Secretary in the ministry would do. However, if 
the position of a Financial Adviser is made similar to that of any 
other Joint Secretary in the administrative ministry, it may not 
be possible to appoint one financial adviser to work for a group 
of ministries/departments as is envisaged in the Delegation 


disturbing feature has been observed in the working of the schemes 
of delegation of enhanced financial powers to the administrative ministries 
especially after the induction of Internal Financial Advisers with the scheme 
of June 1962. The dealing administrative officers in the ministry often do 
not fully scrutinise the expenditure proposals from financial angle, leaving 
it for the Financial Adviser to carry out the necessary examination of the 
proposals. Such excessive dependence on the financial adviser retards 
the development of financial capabilities of the administrative officers 
and also increases the work of the financial adviser by engaging him on 
such details as could with small effort be attended to by the administrative 
sections concerned. 
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Scheme of October 1968. Nevertheless, if the workload in 
administrative ministry pertaining to financial advisory role and 
connected matters does not justify having a functionary whole- 
time on the job, the administrative secretary should have powers 
to assign to the Financial Adviser any additional duties relating 
to Other work of the ministry. 

There is a viewpoint held by some that financial advice 
tendered by a person subordinate to the administrative secretary 
would not be independent and objective. The Financial Ad- 
viser in such a si aiat ion, it is contended, would have to toe the 
secretary on whose confidential report his future prospects would 
depend. We are, however, of the considered opinion that there 
need not be any fears entertained regarding the quality of finan- 
cial advice to be tendered by the Financial Adviser if he were to 
be an integral part of the ministry functioning under the adminis- 
trative control of the secretary. The Administrative Secretary, 
the Financial Adviser, the Joint Secretaries and other officers in 
the hierarchy are all limbs of the same government machinery 
and are supposed to consider matters in a purely objective and 
unbiased manner with due regard to the policies and decisions of 
government and to give honest and impartial advice to the autho- 
rities above them. There is no reason why a particular limb, 
namely, the Financial Adviser should not function objectively 
and discharge his duties effectively as is expected of any other 
officer in the organisation. The fact of the Financial Adviser 
being placed completely under the control of the administrative 
secretary should not deter him from giving his independent and 
honest advice on financial matters as it is not supposed to happen 
in the case of any other conscientious Joint Secretary working 
under the same administrative secretary. It is rather strongly 
felt that the advice from a Financial Adviser who is an integral 
part of the administrative ministry should be better informed 
since he will be closely associated with the ministry’s work, 
possessing intimate knowledge of its programmes and projects. 
Such an advice should also be free and uninhibited as questions 
of prestige would not be involved when the person rendering the 
advice is from within the administrative ministry itself. 

The objectivity and independence of the Internal Financial 
Adviser can to a large extent be ensured by providing for a 
suitable status for him which should not be less than that of a 


140 


FINANCIAL CONTROL AND DELEGATION 


Joint Secretary. Also, proper selection and suitable back- 
groimd of the financial adviser can prove of great asset in liis 
discharging his functions eJEciently and objectively. In addition 
to possessing sound knowledge of various aspects of financial 
management, a financial adviser should also have some experi- 
ence of administrative work. It may be stated that experience 
circumscribed to one particular branch of work only is likely to 
result ill narrowness of mind. Interchange of financial advisers 
with administrative officers of equivalent rank in Government, 
at suitable intervals, would provide those functioning as financial 
advisers with the necessary perspective to appreciate in an under- 
standing manner the difficulties of officers in-charge of adminis- 
tering and executing programmes. It should promote the 
spirit of mutual adjustment between the financial adviser and 
other officers in the ministry. It would also, in the process, 
train up a large number of senior officers for taking up the func- 
tions of financial adviser. 

In conclusion, we may state that with the extended responsi- 
bilities of the administrative ministries and the delegation of 
enhanced financial powers to them, the availability of the 
expertise of a financial adviser functioning as an integral part 
of the administrative ministry would prove of great help to the 
ministry in the transaction of its financial business. It should, 
however, be left to the mature judgment of the administrative 
secretary as to how best he would make use of the services of 
the financial adviser. In other words, the financial adviser 
should function under the full control of the administrative 
secretary. Such an arrangement should not give rise to any 
misconceptions regarding the position and role of the adminis- 
trative secretary, as he must remain fully responsible for the 
efficient and economical administration of the programmes 
entrusted to him and be accountable for results. 
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No. F, 10(3)— E(Coord)/67 
Government of India 
Ministry of Finance 
(Department of Expenditure) 

New Delhi, the 18th October, 1968 
OFFICE MEMORANDUM 

Subject : Arrangements for budgeting and financial control 
and delegation of financial powers to Ministries 

In continuation of the Department of Expenditure Office 
Memorandum No. 19 (50) — E (Coord) / 65, dated 15th March, 
1966, on the above subject, further thought has been given to the 
question of making larger delegation of the financial powers to 
Ministries, ensuring at the same time that the delegated powers 
are effectively utilised. The President has now been pleased to 
decide that, in supersession of the provisions of the O. M. of 
15th March, 1966, the procedures and enhanced delegation of 
financial powers, as indicated in the annexure to this O. M. will 
come into operation with immediate effect. Where, however, 
the setting up of the machinery envisaged in the new scheme, as 
for example, the appointment of Internal Financial Adviser, 
involves some delay, these orders may be given effect from a 
suitable later date but in no case, should such date be later than 
1st April, 1969. 

2. The basis of the arrangements envisaged in the scheme 
of enhanced delegation of powers is that the Finance Ministry will 
exercise its control mainly by a proper scrutiny of the schemes, 
etc. before inclusion in the budget and through an adequate 
system ofreporting and test checks. In the absence of an adequate 
pre-budget scrutiny of the requirements of Ministries for want 
of sufficient supporting details, it is to be understood that the 
provision made in the budget will not be available for expenditure 
by the Ministries without consulting Finance and to that extent 
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the Ministries will not be able to make use of their delegated 
powers. Finance Ministry would like such a situation to be 
avoided and would urge that the Ministries should ensure as far 
as possible that the schemes, etc., drawn up by them for inclusion 
in the budget are supported by full details. It is most important 
that the time-schedule for the formulation of budget proposals 
should be closely adhered to in order to allow sufficient time for 
proper scrutiny by the Finance Ministry and any subsequent 
discussions that may become necessary, on the basis of such 
scrutiny. It is the intention that as far as possible any substantial 
reduction in the outlays proposed by the Ministries will not be 
made by the Finance Ministry without thorough discussions with 
the concerned administrative Ministry at sufiSciently high levels. 
Such discussions will be possible only if the time-schedule is 
scrupulously observed. 

3. It will be observed that under the new scheme Ministries 
will have full powers of reappropriation within a Grant provided 
there is no diversion of funds intended for plan schemes to non- 
plan activities and there is no augmentation of the total provi- 
sion made for administrative expenses (/.e., pay, allowances, and 
other charges) under a particular Grant. Ministries woul.d thus 
be free to reappropriate funds between the Plan schemes covered 
by a Grant, but in doing so, the consequences of such adjustments 
on the overall Plan pattern should be carefully considered and 
it should be ensured that Plan priorities are not upset. The 
responsibility for the consequences arising out of such leappro- 
priation will be wholly that of the Ministries. 

4, An important feature of the present scheme is that com- 
petent financial advice should be available internally witliin the 
administrative Ministries. It is essential that this aspect of the 
scheme should be given proper attention. At present a few 
Ministries have got Internal Financial Advisers and in other 
cases officials of the Finance Ministry are available for consul- 
tation even in the delegated field. Subject to the time limit 
mentioned in para 1, officials of the Finance Ministry will not in 
future be available for consultation within the delegated field 
and consequently Ministries which do not have their own 
Internal Financial Advisers at present should organise theiry 
Internal Financial Cells in the manner envisaged in the annexure. 
The scheme provides for the grouping of Ministries/Departments 
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to be served by a common Internal Financial Adviser in certain 
circumstances should take up the matter with the Finance 
Ministry.'' 

Ministries are free to appoint I. F. As. of their choice but, 
where they wish to be guided by the advice of the Finance 
Ministry in the matter of selection of Internal Financial Advisers, 
Finance Ministry will be ready to help. In order, however, 
that the ofhcers selected by the Ministries may in appropriate 
cases be given necessary training as envisaged in the scheme, the 
Ministries are requested to intimate to the Finance Ministry the 
details of the selected officers, indicating especially their finance 
background, to enable them to draw up the necessary arrange- 
ments. 

As some of the functions indicated in Appendix I to the 
Annexure would already be entrusted to some officers of the 
Administrative Ministries, a review of the existing position may 
be carried out, so that additional hands to function as Internal 
Financial Advisers are appointed only where strictly necessary. 

The scheme provides that the Internal Financial Adviser 
should be consulted in all cases before the exercise of delegated 
powers although it is open to the administrative Secretary to 
overrule his advice by an order in writing. It should be clearly 
understood that the full responsibility for a decision taken in 
exercise of the delegated powers rests on the administrative 
Ministry irrespective of whether it is in accordance with the 
Internal Financial Adviser’s Advice or not. It is also important 
that in referring cases to the Finance Ministry in future the clear 
distinction between the delegated field and other field should be 
borne in mind. 

5. Under the new scheme, Ministries are required to 
strengthen their internal Work Study Units for the efficient 
discharge of their functions, as indicated in the Annexure. The 
activities of these Units will be coordinated with those of the 
Staff Inspection Unit of the Ministry of Finance, who will also 
periodically exercise functional test checks over their work. It 
will be necessary for the Ministries to man their internal Work 
Study Units with properly trained staff. The advice of Staff 
Inspection Unit will be available foi this purpose. Ministries 
are also requested to provide the necessary facilities to Staff 
Inspection Unit for the efficient functioning of the arrangements 
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envisaged in the Aimexure. 

6. As already stated, with the enhanced delegation of 
powers to the Ministries, the Finance Ministry’s control will be 
exercised through an adequate system of reporting and 
test checks* It is essential, therefore, that the returns and copies 
of sanctions as provided for in para V(a) and (b) of the Annexure 
should be promptly sent in the Ministry of Finance. Without 
these, it may be difficult to sustain the scheme of delegation of 
financial powers to Ministries. 

7. These orders do not apply to the Ministry of Railways, 
Department of Atomic Energy and the Ministry of Defence in 
regard to expenditure met from Defence Service Estimates, as 
they are governed by separate arrangements. 

Sd/- 

(T. P. Singh) 

Secretary to the Government of India 


To 

All Ministries/Departments of Government of India. 

No. F. 10(3)^E(Coord)/67 

(1) Copy, with 140 copies forwarded to Comptroller and 
Auditor General of India for information and circulation 
to all Accountants General. 

(2) Copy forwarded also to : 

O') Department of Economic Affairs (Budget Division). 
(//) Department of Administrative Reforms. 

(m ) All Heads of Divisions and all officers and Branches 
in Department of Expenditure. 

(/r) Defence Division. 

Sd/- 

(N. N. K. Nair) 

Deputy Secretary to Government of India 
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I. BUDGET 

The preparation of budget proposals in suificient detail and 
their proper pre-budget scrutiny by the Finance Ministry is an 
essential feature of the scheme. Ministries are required to 
ensure that the time-schedules drawn up by them in consultation 
with their F.As. for the formulation of the budget proposals, 
in regard to non-routine and routine portions of their budget 
estimates, are strictly adhered to and that the budget proposals 
reach the Finance Ministry in time in sufficient detail. 

Where in exceptional cases lump provisions ate made in the 
budget for certain urgent schemes which may not be ready in 
sufficient detail at the pre-budget stage, they should be based on 
realistic assessment of the expenditure likely to be incurred d urin g 
the year and they should not be merely token provisions. In 
cases where such lump provisions are made for Plan or non-Plan 
schemes, the amounts will not be available to the Ministries for 
the issue of any sanction including that of creation of posts under 
their powers until full details and justification of the schemes 
have been furnished to the Finance Ministry and are accepted 
by them. To ensure that expenditure sanctions against such 
lump provisions are not erroneously issued and to keep a watch 
over the time submission of detailed proposals to Finance 
Ministry, each Ministry should, soon after finalisation of its 
Budget Estimates, have a list compiled of such lump sum budget 
provisions and circulated to the concerne^ officers. A copy 
thereof should also be given to the Associate Financial Adviser. 

IL INTERNAL FINANCE ARRANGEMENTS 

For the proper exercise of the delegated powers and to 
avoid unnecessary references to the Finance Ministry, it will be 
incumbent on each Ministry to have a whole-time Internal Finan- 
cial Adviser whose functions will be as indicated in Appendix 
I to the Annexiire. Where in the opinion of Ministries/Depart- 
ments, an I.F.A. will not have full-time work on the above 
basis, he may be allowed additional duties within the Ministry 
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provided such an arrangement does not interfere with the free 
performance of his functions as I.F.A. Where, however, this is 
not possible, one or more Ministries will be suitably grouped 
and served by a common I.F.A. 

The Ministries will be free to appoint LF.As. of their choice 
but the selected officers will be required to iihdergo a short 
course of training in the Finance Ministry except in cases where 
an experienced officer is drawn from the Finance Ministry itself. 

As it will now be compulsory for the Ministries to consult 
their LF.As. in the field of delegated financial powers, the 
Ministries should indicate in the sanctions issued by them in the 
exercise of the delegated powers that they have been issued after 
such consultation. 

Steps should also be taken, where necessary, to organise 
the Finance, Budget and Accounts Cells suitably with trained 
and qualified staff to facilitate the efficient functioning of these 
Cells under the LF.A. The Ministry of Finance would be 
prepared to help in setting up/strengthening of these Cells. 

m. DELEGATION OF FINANCIAL POWERS 

(/) Powers of Re-appropriation 

(a) Subject to the general restrictions contained in D.F.P. 
Rules, and subject also to the instructions issued by the Finance 
Ministry in connection with expenditure on New Service/New 
Instrument of Service, Ministries will have full powers of re-i 
appropriation within a Grant subject to the condition that there 
should be no diversion of funds intended for Plan scheme to 
non-Plan activities, both under Revenue Heads and under 
Capital Heads, without the concurrence of the Finance Ministry. 
The existing restrictions on the powers of Ministries for re- 
appropriation of funds within a scheme and between schemes 
will be removed. Clauses (c) and (d) of Rule 8(6) and Rule 8(7) 
including Government of India decisions thereunder in D.F.P. 
Rules, 1958, will accordingly stand deleted. 

Note : Copies of re-appropriation orders issued by the 
Ministries, affecting the budget provisions relating 
to plan schemes should be endorsed by them to the 
Planning Commission also. 

(b) These enhanced powers of re-appropriation would apply 
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also to the provisions for loans in respect of Central schemes 
placed at the disposal of a Ministry/Departinent. 

(c) The existing restriction regarding re-appropriation 

of funds involving augmentation of the total provision made 
under a Grant for administrative costs (viz., pay, allowances 
and other charges, vide siib-Rule 8(6) (b) of D.F.P. Rules as 
modified by O. M. of 1st June, 1962) will continue to be opera- 
tive. , . . 

(d) It will, however, not be permissible for the Mimstries 
to allow re-appropriation of funds from provision made for any 
specified new item in the budget for any other purpose, without 
the prior concurrence of the Ministry of Finance. 

(e) Clause (b) of Rule 8(5) of D.F.P, Rules/provides that 
the amount appropriated to any work shall not, except with the 
previous consent of the Finance Ministry, exceed the amount 
approved or sanctioned for that work by a sum greater than the 
excess which may be authorised under the rules referred to in 
clause (a) of Rule 8(5). In cases where the excess over the 
authorised limits is agreed to by the Finance Ministry, the 
Ministries will be competent to incur such expenditure by re- 
appropriation, if savings are available elsewhere under the 
appropriate Works Heads. 

i f) The restriction in Rule 8(5) (c) will apply only to the 
provision for '‘Major Works” under a Capital Grant. Where 
such a provision is made under Revenue Budget, Ministries will 
have the power to sanction re-appropriation of funds between 
the allied Primary Units 'Major Works’, ‘Minor Works’, 
‘Repairs and Maintenance’ and ‘Tools and Plant’, included 
within the same Grant. No such re-appropriation can, however, 
be made from or to the “Suspense” head relating to a work. 

(//) Creation of Posts 

(1) The existing powers of Ministries for creation of perma- 
nent and temporary posts will continue unchanged except as 
stated in (2) below. These delegated powers will not, however, 
be utilised by Ministries for the creation of posts in Central 
Government organisations located outside India. 

(2) In regard to posts required for Public Sector Under- 
takings the Ministries will have power to create posts carrying 
pay scales the maximum of which does not exceed Rs, 2,750 per 
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Biensem as against the existing limit of Rs. 2,250 p.m. 

(3) The exercise of the existing delegated powers for 
creation of posts by Ministries will be subject to the observance 
of the following conditions, apart from those laid down in the 
D.EP..; Rules : 

(a) The powers do not cover upgrading of scales of pay of 
existing posts vide the Deptt. of Expenditure O. M. No. 
F. 5(1)— E. III(A)/65, dated 26th February, 1965. 

(b) For creation of permanent, posts which it is intended to 
continue on a long term basis, it is not sufficient if 
savings are available in a particular year alone, and it 
has to be ensured that long term savings in the establish- 
inent budget are available for the purpose. 

(c) In all cases of creation of posts for which specific provi- 
sion has not been made in the approved budget, necessary 
savings should be located and specified before sanction 
I is issued 9 it will be irregular to create posts on the 
basis of a mere expectation that savings under the 
appropriate head are likely to be available. It will, 
however, be in order if new posts are created in lieu of 
some others for which provision is included in the 
approved Budget and a decision to this effect is recorded. 
It will not be correct for Ministries to create posts in- 
volving recurring commitments for future years unless 
corresponding savings can be clearly located for those 
years also. 

{d) The Internal Work Study Units, which are an integral 
part of the arrangement, should be consulted in all 
cases where additional posts are to be created under 
the delegated powers due to increase in work or re- 
organisation of staff. 

(£?) The delegated powers for creation of posts will not be 
utilised so as to augment strengths of particular cate- 
gories as recommended under the S.LU.’s report, for 
at least a period of 6 months after action on the report 
has been completed. 

{f) Posts should not be created in excess of standard scales 
..where laid down, e.g., in respect of Class IV posts, 
stenographers, personal staff of senior officers and 
Ministers, etc. 



APPENDIX I 


149 


(g) Retrospective creation of posts should be regulated by 
O. M. No. F. 1(34)— E. Ill (A)/66, dated 3rd August, 
1967. 

(///*) Power to incur Contingent Expenditure 

Some of the procedural and other restrictions contained in 
Annexure to Schedule V of the D.F.P. Rules, 1958, in regard to 
certain items of Contingent expenditure are liberalised as indicated 
in Appendix 11, so that expenditure on such items can be incurred 
by the Ministries without having to consult the Finance Ministry. 

IV. INTERNAL WORK STUDY UNITS 

A Work Study Unit shall be set up in each Ministry/Deptt. 
which will function directly under the Secretary. The strength 
and composition of the Unit may be settled in consultation with 
the Staff Inspection Unit. It will be the function of the Internal 
Work Study Unit : 

(/) to study the organisational structure, methods to work 
and procedure of the Ministry/Deptt. with a view to 
suggest measures for reform so as to improve the 
efficiency of the organisation ; 

(//) to study the staffing of the establishments under the 
Ministry/Deptt. with a view to suggest economy in staff 
consistent with administrative efficiency; 

(lii) to evolve standards of performance and norms of work 
relating to jobs peculiar to the Ministry/ Department. 

The Internal Work Study Units should draw up cyclical 
programmes for conducting studies and each cycle should 
ordinarily be completed in a period of about three years. They 
should also send copies of their programmes and their reports 
to Staff Inspection Unit. Staff Inspection Unit may issue separate 
instructions regarding the methodology to be adopted in con- 
ducting work studies and the form of reporting the results thereof. 

The Staff Inspection Unit of the Ministry of Finance will 
continue to conduct its studies in any Ministry/Deptt. in 
accordance with its programmes, and the standards evolved by 
it for jobs common to several Ministries/Deptts. will be made 
available to all Ministries. Norms/standards evolved by the 
Internal Work Study Units for jobs pertaining to their Ministries 
will be subject to review by the Staff Inspection Unit. In suitable 
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cases, Other studies conducted by the Internal Work Study Units 
will also be subject to test check by Staff Inspection Unit. 

V. REPORTING ARRANGEMENTS 
(a) Staff Returns 

Para 11 of this O.M. dated 1st June, 1962, 

envisages the submission by the Ministries to the Finance Ministry 
half-yearly statements showing the sanctioned strengths at the 
end of each half-year and the increases/decreases over the pre- 
vious return, along with brief reasons explaining the variations. 
The form of this return was subsequently revised in this Ministry’s 
O.M. No. F. 10(29)— E—(Goord)/65, dated 29th October, 
1965., With a view to further strengthen these arrangements 
for reporting to Finance in regard to the exercise of the delegated 
financial powers by the Ministries it has been decided, in modi- 
fication of the existing orders, that the staff statements should 
in future be furnished to the Associate Financial Advisers 
quarterly of half-yearly) as in the revised amplified pro- 

forma at Appendix 111. The revised form shall be brought into 
force with effect from the return for the quarter ending 31st 
December 1968. 'Nil’ reports should also be furnished in respect 
of offices which have nothing to report for any quarter. The 
return for the half-year ending the 30th September, 1968, may, 
however, be furnished in the old form to avoid any dislocation 
in the timely submission of these statements. 

These quarterly staff returns are to be furnished in duplicate 
to the Associate Financial Adviseij as far as possible in a consoli- 
dated form within a month of the end of the quarter to which 
the return relates. 1 n the case of Ministries having a large number 
of subordinate offices under them, which may thus require a 
longer period for the collection and consolidation of the data, 
the report relating to the subordinate offices alone may be fur- 
nished a little later, within a period of six weeks of the end of the 
quarter concerned. 

In regard to each quarterly staff statement, an acknowledge- 
ment may be obtained by the Ministry concerned from the 
Finance Ministry and carefully preserved. Where statements 
are not received by the due dates, the attention of the concerned 
Secretary will be drawn thereto by the Associate Financial Adviser 
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for ensuring prompt action. If this does not result in the sub- 
mission of the statements within a month, the scheme of dele- 
gation of powers in so far as it relates to the creation of posts 
will be deemed to be suspended in respect of that Ministry and 
formal sanction of the Finance Ministry will be required for its 
restoration. 

(a) Other Returns 

The Ministries should furnish to the Finance Ministry copies 
of sanctions falling under the following categories : 

(/) Contingent expenditure and miscellanenous expenditure 
above the limit of Rs. 2,500 recurring per annum in 
each case and Rs. 10,000 non-recurring in each case. 

(n) Excess expenditure over the estimates of a scheme as 
accepted by the Finance Ministry. 

(in) Re-appropriation of funds in exercise of the powers 
delegated in para IIRi) of this annexure. 

(iv) Introduction of a new item in a scheme even if it does 
not result in substantial variation of the scheme as 
accepted by the Finance Ministry. 

A half-yearly certificate should also be furnished to the 
Finance Ministry by the 31st October and 30th April each year 
in respect of the half-years ending 30th September and 31st 
March respectively, confirming that all copies of sanctions falling 
under the specified categories have been sent to the Finance 
Ministry. 

VI. GRANTS AND LOANS 

Ministries have full powers to sanction grants and loans 
subject to the rules and principles being prescribed in consultation 
with the Finance Ministry. In cases where such rules relating 
to specific types of grants/loans or groups of them have not been 
formally issued, it may be done as soon as possible to avoid un- 
necessary references to the Finance Ministry. 

VII. GENERAL 

In exercising the delegated powers it is to be ensured that 
funds are available by valid appropriation/re-appropriation within 
the Ministry’s powers. In all cases the availability of funds 
within a sanctioned grant should be certified by the officer 
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incliarge of the Accounts and Budget Branch before sanctions 
are issued under delegated powers; Where savings can; under the 
rules, be utilised only with the concurrence of the Finance 
Ministry, no expenditure should be incurred under the delegated 
powers in anticipation of the concurrence of the Finance Ministry 
to the utilisation of the savings. It should generally be ensured 
that the progress of expenditure is closely watched by each 
Ministry so that the expenditure is kept within the sanctioned 
budget and that there are no wide variations between the budget 
and actual expenditure in a year. 

Ministries having attached and subordinate offices should 
in each case review, in consultation with their I.F.A., the ade- 
quacy of the financial powers with the Heads of Departments/ 
Offices under them and re-delegate their own powers to the extent 
necessary, as visualised in paras 9 and 10 of this Ministry’s O.M. 
dated the 1st June, 1962. Copies of orders issued should be 
endorsed to the Ministry of Finance also for information. It is 
also important that self-contained schedules of powers of sub- 
ordinate authorities are drawn up and/or brought up-to-date. 

ITEMS OF WORK TO BE HANDLED BY INTERNAL 
FINANCIAL ADVISERS 

The I.F.A, will be in overall charge of Budget and Accounts 
Section in addition to the internal Finance Section. It will be 
his duty : 

(f) to ensure that the schedule for preparation of budget 
is adhered to by the Ministry and the Budget is drawn 
up according to the instructions issued by Finance 
Ministry from time to time; 

(//) to scrutinise budget proposals thoroughly before sending 
them to Ministry of Finance ; 

(Hi) to see that complete departmental accounts are 
maintained in accordance with the requirements under 
the G. F. Rs. It should, in particular, be ensured that 
the Ministry not only maintains accounts of expenditure 
against the Grants or Appropriations directly controlled 
by it but also obtains figures of the expenditure incurred 
by the subordinate offices so that the Ministry has a 
complete month to month picture of the entire expendi- 
ture falling within its jurisdiction ; 
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(iv) to watch and review the progress of expenditure against 
sanctioned grants through maintenance of necessary 
control Registers and to issue timely warnings to 
Controlling authorities where the progress of expenditure 
is not even ; 

(v) to ensure the proper maintenance of the Register of 
Liabilities and commitments as required under the 
G. F. Rs. to facilitate realistic preparation of budget 
estimates, watching of book debits and timely surrender 
of anticipated savings ; 

(vi) to screen the proposals for supplementary demands for 
grants; 

(vzi) to formulate the foreign exchange budget of the Ministry 
and to process individual cases for release of foreign 
exchange in accordance with the instructions issued by 
Department of Economic from time to time. 

(viii) to advise the administrative Ministry on all matters 
falling within the field of delegated powers. This 
includes all powers other than those devolving on a 
Ministry in its capacity as Head of office. It has to be 
ensured by I.F.A. that the sanctions issued by adminis- 
trative Ministry in exercise of delegated powers clearly 
indicated that they issue after consultation with 
I.F.A. ; 

(ix) to identify, in particular, specific savings in cases of 
creation of posts and to maintain Register for this 
purpose; 

(x) to scrutinise proposals for re-delegation of powers to 
subordinate authorities; 

(xi) to keep himself closely associated with the formulation 
of schemes and important expenditure proposals from 
their initial stage; 

(xU) to associate himself with the evaluation of progress/ 
performance in the case of projects and other continuing 
schemes, and to see that the results of such evaluation 
studies are taken into account in the budget formulation; 

(xUi) to watch the settlement of audit/objections, Inspection 
Reports, draft audit paras, etc. ; 

(xiv) to ensure prompt action on Audit Reports and Appro- 
priation Accounts, Reports of P.A.C., Estimates 
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Committee and Committee on Public Undertakings; 
(xp) to screen all expenditure proposals requiring to be 
referred to Finance Ministry for concurrence or com- 
meats', * ■■ 

(xviy to ensure regular and timely submission to Finance 
Ministry of quarterly staff statements and other reports 
and returns required by Finance. 
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The GovermneEt of India (Consultation with Financial Adviser) 

Rules 1968 

In exercise of the powers conferred by Clause (3) of Article 
77 of the Constitution and in supersession of ail previous orders 
on the subject, the President hereby makes the following rules 
in respect of consultation with the Financial Advisers for the 
more convenient transaction of the business of the Government 
of India in financial matters. 

Short Title and Commencement 

1. (1) These rules may be called “The Government of India 
(Consultation with Financial Adviser) Rules, 1968.” 

(2) These rules shall come into force at once. 

Definitions 

2. In these rules unless the context otherwise requires— 
(a) “Department of the Central Government” means a 

Ministry or a Department of the Central Government 
as notified from time to time and includes the Planning 
Commission, the Department of Parliamentary 
Affairs, the President’s Secretariat, the Yice-Presi- 
denfs Secretariat, the Cabinet Secretariat and the 
Prime Minister’s Secretariat. 

(ib) ‘Financial Adviser’ includes Additional Financial 
Adviser, Joint Financial Adviser, Deputy Financial 
Adviser, Assistant Financial Adviser, Deputy Assis- 
tant Financial Adviser or any other oiBcer appointed 
in a Ministry/Department to perform the duties and 
functions of Financial Adviser. 

(c) ‘Finance Ministry’ means the Finance Ministry of the 
Central Government, 

(d) ‘Head of a Department’ in relation to an oJOSce or 
offices under its administrative control means an 
authority specified in Schedule I to the Delegation 
of Financial Powers Rules, 1958. 
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Financial Adviser for Each Department 

3. ( 2 ) There shall be attached to each Department of the 

Central Government an OfiScer designated as Finan- 
cial Adviser for the more convenient transaction 
of the business in relation to financial matters— 
Provided that the President may in his discretion appoint an 
ofiScer to work as Financial Adviser for two or more Depart- 
ments. 

(//) The appointment of an officer as Financial Adviser 
will be made in consultation with the Finance 
Ministry. 

Finance and Accounts Work of Department 

4. The Financial Adviser will be in overall charge of the 
work relating to the finance, budget and accounts of the Depart- 
ment to which he is appointed ; and all such work will be 
performed under his superintendence. 

Consultation in Delegated Field 

5. Subject to the general or special orders, all financial 
powers delegated to Departments of the Central Government, 
shall be exercised in consultation with the Financial Adviser. 
Provided that nothing in this rule shall be construed as 
applying to the exercise by an officer of the Secretariat office 
of the Department of powers to incur expenditure as a head of 
office. 

6. The Financial Adviser will be consulted on all proposals 
for the release of funds for investment as equity capital of statutory 
corporations/companies, wholly owned by the Central Govern- 
ment. 

Grants and Loans 

7. All proposals for the sanction of grants-in-aid (includ- 
ing scholarships) and loans will be referred to the Financial 
Adviser before the issue of final orders. He will in particular be 
consulted on the financial aspects of all transactions relating to 
loans. 

Indents, Contracts and Purchases 

8. Subject to the provisions of the General Financial Rules 
governing the purchase of stores for the public service, a 
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Department of the Central Government will, before sanctioning 
expenditure for purchases and for execution of contracts, consult 
the Financial Adviser. 

Trading Operations 

9. (1) All proposal 

(a) for the purchase of commodities intended not for 
Government consummation, but for sale or issue to 
the public, State Governments or any other autho- 
rity; 

{b) for the iSxation of prices in respect of direct 
trading operations of Government; and 

(c) from Government companies and undertakings 
which may be referred to the Government for 
fixation of prices for their products or stocks; 
shall be referred to the Financial Adviser for his views, before 
being referred to the Finance Ministry. 

(2) If such proposals are, under the Delegation of 
Financial Powers Rule 1958, within the competence of a 
Department of the Central Government, the Financial 
Adviser shall be consulted on these proposals. 

Important Communications to be Shown to Financial Adviser 

10. (1) Without prejudice to the other provisions contained 
in these rules, all important communications/references received 
from or addressed to the following authorities shall be, on 
their receipt or before issue, as the case may be, shown to the 
Financial Adviser : 

(/) The Ministry of Finance; 

(//) The Comptroller and Auditor General, Accountants 
General and the Accounts/ Audit Officers; 

{in) The Financial Committees of Parliament, namely, 
the Public Accounts Committee, the Estimates 
Committee and the Committee on Public Under- 
takings. 

Cases of Serious Financial Irregularity or Relaxation of Financial 
Rules 

(2) Any other communication/reference having a financial 
implication, which a Department may in its discretion consider 
to be important, shall also be shown to the Financial Adviser. 
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11. The reports or references on the following types of cases 
shall on their receipt be shown to the Financial Adviser who 
shall also be consulted before final orders are passed : 

(/) A case involving serious contravention of financial 
rules or a serious financial irregularity. 

(//) A proposal to sanction relaxation of, or deviation 
from, any financial rules or principles. 

{in) A proposal for write-off of a loss or abandonment or 
remission of revenue. 

Views to Form Part of Permanent Record 

12. The views of the Financial Adviser shall be brought to 
the permanent record of the Department to which the case 
belongs and shall form part of the case. 

13. A Department of the Central Government shall refer 
to the Financial Adviser all proposals requiring consultation with 
the Finance Ministry. His comments/views will be obtained 
before such a case is referred to the Finance Ministry. 

Procedure for Consultation 

14. When consultation with Financial Adviser is necessary 
in a case under these Rules or under any general or special orders, 
the following procedure will be followed : 

(/) An Officer in the Department of the Central Govern- 
ment shall refer the case to the Financial Adviser for 
his views. On the receipt of his views, the case shall, 
subject to the provision of clause (//), be disposed of 
in accordance with the advice of the Financial 
Adviser after reference of the case, if necessary, to 
the Secretary/Minister in charge of the Department. 

(//) In case the Department is unable to accept the advice 
of the Financial Adviser, the case shall be referred 
to the Secretary in charge of the Department who, if 
he does not agree with the advice tendered by the 
Financial Adviser, shall record the reasons therefor 
and pass necessary orders. 

General Duties and Functions 

15. In particular and without prejudice to the generality 
of the provisions contained herein, the Financial Adviser will 
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have the following duties and functions in relation to a Depart- 
ment of the Central Government : 

(/) He will be responsible for ensuring that the budget 
estimates are properly framed, that the time schedule 
for the preparation of the budget is scrupulously 
followed by the Department and that the orders and 
instructions issued by the Finance Ministry in respect 
of the preparation of budget and matters coniiecteji 
therewith are observed. 

(ii) He will scrutinise the budget proposals thoroughly 
and assist the Secretary of the Department in the 
discharge of this responsibility. 

(in) He will examine and advise on all schemes of new 
expenditure for which it is proposed to make pro- 
vision in the estimates. 

(fv) He will ensure the maintenance of proper accounts 
as required by the rules or orders on the subject. 

(v) He will obtain periodical reports of the progress of 
expenditure, watch and review the progress of ex- 
penditure against the sanctioned grants and issue 
such instructions from time to time to the controlling 
officers as may be necessary. For this purpose he will 
ensure that necessary control registers under the rules 
are maintained by the Department. 

(vi) He will take necessary steps to ensure the timely 
surrender of anticipated savings in budget provisions/ 
funds by the Department/the controlling officers as 
the case may be, as early as possible during the 
financial year. 

(vu) He will scrutinise the proposals for supplementary 
demands for grants including the proposals for ad- 
vances from the Contingency Fund and also advise 
the administrative Ministry on the need for obtaining 
such supplementary grants or advances as may be 
necessary. 

(viii) He will keep himself in regular touch with the audit 
objections and the inspection reports of the Audit and 
their early settlement, etc. He will be actively 
associated with the processing and settlement of the 
audit paras in the Department. 
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(ix) He will take speedy and timely action on the Audit 
Reports, Appropriation Accounts and the reports 
and observations of the Financial Committees of 
Parliament, namely, the Public Accounts Committee, 
the Estimates Committee and the Committee on 
Public Undertakings. He will keep himself in touch 
particularly with the briefs prepared for such 
committees or with the replies to the questionnaires 
issued by them. 

(x) He will be actively associated with the preparation 
of the foreign exchange budget of the Department. 

(x/) He will scrutinise all proposals for the redelegation 
of powers to Heads of Departments/subordinate 
authorities under the administrative control of the 
Department. 

(x//) He will ensure the regular and timely submission to 
the Finance Ministry of the prescribed reports and 
returns. 

Miscellaneous Provisions 

Communication of Sanction 

16. (1) Whenever an order sanctioning expenditure or 
advance of public money or write off of the loss or abandonment 
or remission of revenue or a relaxation of financial rules is issued 
by a Department of the Central Government in exercise of the 
powers conferred on it, in consultation with its Financial Adviser, 
it shall be communicated to the audit officer or officers concern- 
ed by the Department concerned aud it will be mentioned therein 
that the sanction is issued in exercise of the powers of the Depart- 
ment concerned in consultation with the Financial Adviser. 

(2) The communication of sanction to audit where such 
sanction requires the concurrence of the Finance Ministry will 
be regulated by the orders contained in the Delegation of 
Financial Powers Rules, 1958, as amended from time to time. 

Financial Adviser to be Consulted Before Issue of Orders 

17. Where consultation with the Financial Adviser is neces- 
sary under those rules or under any general or special orders, it 
shall take place before the issue of orders or before the submission 
of the proposals either to Minister/Secretary in the Department 
concerned or to the Cabinet, 
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Liberalisation of the powers of Ministries, etc., for incurring contingent expenditure 
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air-lifting of stores can be sane- Finance will be removed. The powers 

tioned only in consultation with should be exercised in consultation 

Finance. with I.F.As. 
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If any standard scale is laid down, e. g., personal staff of Ministers, Class IV staff etc., 
an indication thereof may be given in the Remarks Column against the relevant items. 
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(/) Office peons/daftries. 
(ii) Others. 



Note 1 .* The statement should be prepared separately for each administrative office. In respect of operative 
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